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—Think of a high grade organization working for YOU 

A freight salesman was getting information about Field smooth - working, highly satisfactory, when expertly slo 

Warehousing from a Douglas-Guardian man. ‘‘You managed — full of snags for the novice. Douglas- no’ 
must have millions of dollars out on loan,’”’ he suggested. Guardian head executives have had over 16 years’ ex- es 
“‘No,”’ was the answer. ‘“‘We haven’t any money loaned. perience in the field. Why not write, wire or phone us ne 
The banks make all the loans. After we have made an about loan situations up for consideration right now? | 
inventory and audit, segregated the merchandise to serve We'll be glad to give you the benefit of our suggestions. 


as collateral, put a custodian in charge, and fulfilled all 
the legal requirements, we issue Douglas-Guardian Ware- 


house Receipts, which the banks accept as gilt-edged GLAD TO MAIL YOU 
security.”’ ‘‘Oh, I see!’”’ said the railroad man—‘‘You THIS FREE BOOKLET 


k for the bank.”’ ; : : ; 
en —a concise yet comprehensive explanation of Field 














Yes, we actually do work for as well as with the bank. Warehousing in General, and Douglas-Guardian special- - 

We create a large amount of new business for banks. Also ized and experienced service in particular. iss 

we are constantly being called in by banks to 

establish an orderly and sound basis for requested Seog B 

loans. To use a banker’s own words: ‘‘We know DOUGLAS-GUARDIAN WAREHOUSE CORP. i is 

what our collateral is and where it is; that even i 100 W. Monroe St., Chicago BCII Ma 

in an emergency the loan can’t get frozen.’’ We Please send us your booklet ‘‘Financing the Modern H al 

also work for the manufacturer or distributor sing, Way.” : 

getting the loan, by freeing money tied up in FiELD ye plait UN tn ok saa eh Ad hale pee RE mang \ 

inventory. a a a ee 1 

Field Warehousing is a service with value in pro- I eiciacrsstcnrrmsnnsgial State... i 5 

portion to the experience and capability of the j F 

Field Warehousing company at the helm. Simple, - r 
I 


DOUGLAS-GUARDIAN WAREHOUSE CORP. 


National Field Warehousing Service 


Regional NEW ORLEANS, LA. CHICAGO, ILL. NEW YORK, N. Y. DALLAS, TEXAS ROCHESTER, N. Y. EASTON, MD. ‘ 
S 9g : 118 N. Front St. 100 W. Monroe St. 100 Broad St. Tower Petroleum Bldg. Commerce Bldg. 428 South St. 
rvi 
e . vad MEMPHIS, TENN. SPRINGFIELD, MO. CLEVELAND, OHIO LOS ANGELES, CAL. SAN FRANCISCO, CAL. TAMPA, FLA. 
Offices : 106 Porter Bldg. Holland Bldg. Union Commerce Bldg. Garfield Bldg. 485 California St. 416 Tampa St. 
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Long-Term Loans 


Sirs: I was very much interested in 
the article, ‘““Wanted: Business Loans,”’ in 
the February issue of The Burroughs Clear- 
ing House. Articles of this kind, I think, 
are very helpful to banks as they occa- 





Loans measured 


in days or years 
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We serve both 
needs of business 


THE NATIONAL CITY BANK 


OF CLEVELAND 
t AT EAST SIXTH «© TTRMINAL TOWER BULLE 





RAL DEPOSIT INSURANCE CORPORATION 


sionally give us a new slant that we may 
not have had before. 


I am enclosing a copy of an advertise- 
ment we ran quite recently in the local 
newspapers on term loans. 

DALE Brown, Assistant Cashier, 

The National City Bank of Cleveland, 

Cleveland, Ohio 
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Bank Farm Credit 


Sirs: The article by C. D. Tedrow 
on “The Bank as Farm Credit Head- 
quarters,” published in your February 
issue is one of the best we have read. 


We will appreciate it if we may have 
permission to reprint this in the ““Oklahoma 
Banker.”” While we know your magazine 
is received by many Oklahoma bankers we 
would like to give those who did not get 
to read it the advantage of this splendid 
article. 

E. P. Gum, Secretary, 

Oklahoma Bankers Association, 
Oklahoma City, Oklahoma 


_ Sirs: We would like to have reprinted 
200 copies of the article, ““The Bank as 
Farm Credit Headquarters,” which begins 
on page 12 of the February issue of The 
Burroughs Clearing House. We consider 
this a splendid article. 
F. W. NrEMEYER, General Agent, 
Farm Credit Administration of St. Louis, 
St. Louis, Missouri 


¢ ¢ ¢ 


The February Issue 


Sirs: I want to express my personal 
appreciation for the courtesy you have 
been extending me in sending me The 





he Burroughs 


Clearing House 


HENRY J. BOONE, Editor 
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Burroughs Clearing House. This is one of 


the most interesting magazines which 
comes to my desk relating to bank 


matters. 

I want, especially, to express my appreci- 
alion for the current February, 1939, 
number of the magazine which to my mind 
is one of the best numbers I have yet seen. 
There are so many articles and notes in it 
which are of value to one who is like myself 
teaching bank administration for the 
American Institute of Banking, that I do 
not want to point out any one particular 
article. They are all good, interesting and 
valuable. 

I have known of the magazine almost 
from its inception. A comparison of the 
early numbers with the current number and 
those immediately preceding it make me 
certain when I say to you that I want to 
extend my hearty congratulations upon 





trade interests. 





In writing to advertisers please mention The Burroughs Clearing House 





x porcine numerous regulations govern the ship- 
ment of goods among countries and bring special 
and ever-changing problems to America’s foreign 
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the very excellent character of The 
Burroughs Clearing House. 
D. Water Morton, Director, 
School of Extension Teaching 
and of Adult Education, 
Syracuse University, 
Syracuse, New York 
. * + 


Saturday as a Bank Holiday 
TELEGRAM: 

MAY WE HAVE PERMISSION TO 
REPRINT 250 COPIES ARTICLE MAK- 
ING SATURDAY A BANK HOLIDAY 
TO BE SENT OUR STATE LEGIS- 
LATORS. 

Epwarp M. Lipp, 

Marine Trust Company, 
Buffalo, New York 








The Foreign Department of the Chase National Bank 
at the head office in New York is a focal point of 
world commerce. Here, experienced officers keep in 
touch with overseas developments affecting American | 
business. Here, correspondent banks have access to | 
current trade information and reports on financial | 
conditions covering all parts of the world. 


Our folder “INTERNATIONAL TRADE AGREEMENTS,” con- 
taining in chart forma convenient reference tothe hundreds 
of agreements under which a large part of world com- 
merce is conducted, will be sent to bank officers upon request. 


THE CHASE NATIONAL BANK | 
OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 








Storing Old Records 


Strs: We are confronted with a serious 
record storage problem in that there seems 
to be a great deal of variance in the length 
of time various records must and should be 
kept, both from a legal aspect and that of 
customer service. 


Your noteworthy publication has pub- 
lished from time to time destruction 
schedules of a cross-section of different 
sized banks. We are wondering if you 
would be kind enough to assist us in this 
problem. 


JOHN C. BIGGINs, 
Assistant Cashier, 
The Flatbush National Bank, 
Brooklyn, New York 


REFERENCE: ‘‘New Points on the Old Record 
Problem,"’ by Charles C. Looney, in the December, 
1937, issue, Toe BuRRovuGHS CLEARING House. 


Interesting Anniversary 


Srrs: You of course hear from banks 
all over the country regarding anniver- 
saries, but in celebrating our 70th anniver- 
sary February 25th to March 4th we had 
one feature which we thought was unique. 
It was a letter of congratulation and 
felicitation from our first depositor, the 
daughter of our first President, who has 
been with us steadfastly through 70 years. 

Another interesting and successful fea- 
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ture was our large leather bound specially 
printed guest book, in which our first 
depositor was the first signer, and in which 
hundreds of other depositors signed and 
indicated the length of time they had 
been with us, ranging from two months 
to seventy years. 

Another interesting feature was our 
historical display contrasting the old with 
the new in business equipment and banking 
procedure, showing the first typewriters, 
the first telephone equipment in Syracuse, 
the first safe used by the bank, the first 
hand ledger and all types of currency in 
circulation seventy years ago, as well as 
bank checks and drafts, newspapers, city 
directories and photos of the city in the 
60’s and 70’s. All this contributed to a 
decidedly enthusiastic celebration. 


S. F. Joor, Jr., 
New Business Department, 
First Trust & Deposit Company, 
Syracuse, New York 
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Fifth Resident Term of 
Graduate School 


Plans have been announced by Dr. 
Harold Stonier, director, for the fifth 
resident session of The Graduate School 
of Banking to be held at Rutgers Uni- 
versity, New Brunswick, New Jersey, 
from June 19 to July 1 

Well-known figures who will deliver 
lectures at the evening seminars will be: 
Dr. Everett Dean Martin, professor of 
social ear at Claremont College, 
Claremont, ifornia; Col. Leonard P. 
Ayres, vice-president of Cleveland Trust 
Company; and Dr. Paul F. Cadman, San 
Francisco economist. 

Two new instructors have been added to 
the faculty. Nelson L. North, lecturer on 
real estate at New York University and 
instructor in the New York Chapter of the 
American Institute of Banking, will teach 
Savings Banking II. Oliver S. Powell, 
first vice-president of the Federal Reserve 
Bank of Minneapolis and past president 
and instructor at the Minneapolis A. I 
Chapter, will aid in the instruction of 
Commercial Banking IV. 

A curriculum of nine subjects will be 
offered this year. The course on economics 
will be on the subject of “Problems Arising 
Out of the Political Control of Economic 
Matters.” 

The first 200 new students who meet all 
the qualifications for admission and who 
are approved by the Faculty Committee on 
Admissions will be admitted to the 1939 
sessions. In order to be eligible a man must 
be an American Institute of Banking 
graduate and bank officer, an Institute 
graduate holding a position equivalent to 
that of an officer, or a bank officer with 
Institute courses or their equivalent to his 
credit. Applications for admission should 
be addressed to Richard W. Hill, registrar 














Individual booths assure privacy at teller windows in California bank 


of The Graduate School of Banking, 
22 East 40 Street, New York, N. Y. 
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Privacy at the Teller 
Window 
Something new in the way of customer 


convenience has been adopted by the 
Santa Monica Commercial and Savings 
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Advertisements explaining banking functions ‘‘behind the scenes’’ 










Bank, Santa Monica, California, with 
successful results. To assure greater 

rivacy at the teller windows, the bank 
oe constructed individual booths in front 
of each of the windows. These are shown 
in an accompanying illustration (above) 
of the bank interior. 

Only persons transacting business at 
the windows occupy the booths. Cus- 
tomers appear to appreciate this arrange- 
ment, and the bank management feels that 
much good will has resulted from it. 
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Ads Explain Banking 


Functions 
Some of the activity “behind the 
scenes” of a large bank are interestingly 


portrayed in a series of ads produced by 
the Seattle-First National Bank. They 
illustrate the many intricate operations 
that must be handled smnatine and 
efficiently to make possible the bank’s 
prompt service to customers. 

One of the ads shows some of the 
activity that goes on before and after 
banking hours, as well as during the hours 
when the doors are open to the public. 
Another ad recounts some of the details 
involved in the handling of a check, and 
some of the safeguards provided by the 
bank in such transactions. 

In addition to being constructively 
educational, the ads also embody a certain 
amount of direct selling copy. 
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To Further Stimulate 
Home Building 


The Bowery Savings Bank in New York 
City announces that it has earmarked 
$10,000,000 to be loaned on insured FHA 
mortgages at a new low interest rate of 
4Y% per cent during 1939. 

To be eligible the properties must be 
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Smooth illumination features banking office of Irving Trust Company 


well located in New York City, Nassau 
or Westchester County; they must be new 
or projected houses, well-planned and 
soundly constructed, and must fulfill the 
other normal FHA specifications. 

Officers of the Bowery Savings Bank 
state that the reduction in interest rate 
has occasioned nationwide comment, and 
immediately resulted in hundreds of in- 


uiries and applications. “This action 
should stimulate further activity in home 
building this spring,” declares Henry 
Bruere, president of the bank, “and thus 
give employment both to labor and to 
capital. The immediate beneficiary, how- 
ever, will be the home owner who will make 
considerable dollar savings on _ every 
monthly payment on the FHA mortgage.” 








banking transactions. 





OUR 104th YEAR 


Entering our second century, 
The National Shawmut Bank 
looks forward to new opportuni- 
ties for service. Long an integral 
part of New England’s economic 


life, we provide complete facili- 


ties for handling all types of 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


eMember Federal Deposit Insurance Corporation 
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Bank Installs Advanced 
Lighting System 


One of the finest lighting systems ever 
installed in a commercial building is said 
to be that of the Irving Trust Company’s 
banking rooms at 24 West 48th Street in 
New York City. 

The eye can detect no disturbing 
brightness or glare from any point either 
in the bank’s main room or private offices, 
where an overhead coffer system is used 
that provides ample light at desk levels. 

Fifty-five coffers each 6 feet square 
and 18 inches deep are used in the main 
overhead system. Concealed in the square 
metal lamp holder of each coffer is a 
300-watt inside frosted lamp. Despite the 
use of 6.3 watts per square foot, ceiling 
brightness is remarkably comfortable and 
when viewed from a distance the coffer 
openings give the appearance of frosted 
glass surfaces. 

One interesting feature is that the 
sprinkler heads, ordinarily an eyesore, are 
sunk in the coffer corners throughout the 
lighting system. Placed thus at the inter- 
sections of gold-finish strips of metal 
trimming, they do not mar the decorative 
scheme. 


¢ 7 7] 


Free Trips to Bermuda Offered 
in Contest 


Two free trips to Bermuda, one to a 
bank man and one to a bank woman, are 
offered by the Virginia Bankers Association 
for the best letters to theoretical depositors, 
answering this question: ‘“‘Why does the 
bank charge me 6 per cent interest on loans 
although they pay me little or no interest 
on my deposits?” 

Winners will have their expenses paid 
on the association’s convention cruise to 
Bermuda May 14-19. The contest, which 
closed March 31, was open to all employees 
and officers of Virginia banks below the 
rank of cashier. 

R. W. Nuckols, chairman of the com- 
mittee on banking education and public 
relations in charge of the contest writes: 
“The idea seemed to appeal to the bank 
executives of the state as more than 50 per 
cent of those receiving the announcement 
letters sent in requests for material and a 
large premetngs of these bankers offered 
special awards in their own banks as an 
additional incentive to their employees to 
enter the contest.” 
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Two Outstanding Banks 
Have Anniversaries 


Michigan’s oldest bank, The Detroit 
Bank, on March 5 celebrated its 90th 
ee: During its period of operation 
the bank has seen Detroit grow from a town 
of 19,000 to a metropolis of one and a half 
riillions, and during the same period the 
bank’s depositors have grown from a 
handful to more than 215,000. It is now 
the forty-fourth largest bank in the 
United States. 

In conjunction with its anniversary The 
Detroit Bank ran a commemorative adver- 
tisement which the publication, Bank Ad- 
Views, rated as the ‘“‘best ad of the month, 
praising its factual content, layout, an 
the simple and sincere manner in which 
it was written. ; 

A few days later, on March 25, The First 
National Bank of Memphis celebrated its 
75th anniversary with an open house party. 
Features of the occasion included an 
elaborate money and coin exhibit, display 
of some of the bank’s early records, old 
newspapers, pictures and relics of former 
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Lore of local Indian tribe symbolized over bank doorway 


days, and the distribution of an interesting 
historical brochure portraying the growth 
of Memphis and the First National from 
1861 to the present time. 

It is interesting to note that the First 
National Bank since its organization has 
paid dividends to stockholders of approxi- 
mately $4,000,000, which means that dur- 
ing its 75-year period of operation that 
bank has paid an average dividend rate 
of 15 %o per cent. 
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Unique Decoration Over 
Bank Doorway 


Commemorating the lore of the Klamath 
Indians, the doorway of the new building 
housing the Klamath Falls Branch of the 
United States National Bank of Portland 
is surmounted by an Indian legend. 

On the interior, in a large panel over 
the doorway, a wavy line symbolizes the 


Klamath River, and trees represent the 
lumber industry of the region. In_ the 
center is the figure of a bird, always 


present in Indian sign language and mean- 
ing variously wealth, health and prosperity. 

The exterior decoration is similar, also 
representing the river, but the center 
position is more conventionalized and 
reproduces the front elevation of the bank. 
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Books of Interest 
to Bankers 

TAXATION AFFECTING 
SURANCE. 


LIFE IN- 
Published by Prentice-Hall. 


Inc., 70 Fifth Avenue, New York City. 
Pp. 185. 
Current tax laws have caused estate 


owners to give added attention to life 
insurance as a means of offsetting the 
reduced capital value of their holdings. 
Chis development brings up tax problems 
ol its own, however, and the object of this 
book is to provide an explanation of tax 
legislation as it affects life insurance, life 
insurance trusts and annuities. The infor- 
— is presented in question and answer 
orm. 

SMYTHE’S VALUABLE EXTINCT 
SECURITIES GUIDE, 1939 Edition. 
Published by R. M. Smythe, Inc., 79 Wall 
Street, New York City. Pp. 130. 

(his handbook contains an alphabetical 


i] 


list of about 5,500 obsolete or supposedly 
worthless and non-current securities which 
have been found to have a definite value in 
the form of liquidating dividends, foreclos- 
ure payments, reorganization or exchange 
rights, cash surrender values, nuisance or 
litigation values, etc. Designed to serve 
as a guide for those charged with the 
responsibility of passing on the status 
and value of securities. 
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Telling Banking’s Story 
Effectively 


The Citizens Union National Bank, of 
Louisville, Kentucky, has distributed ap- 
proximately 10,000 copies of an unusually 
interesting and educational pamphlet on 
the growth, services and responsibilities of 
the nation’s banks, published under the 


3 


title, “Our Servant, The Bank.” A total 
of 5,000 copies was distributed to the 
public schools, and a similar quantity was 
sent local customers and banks in the area. 

The pamphlet was written by Vice- 
president William M. Davis, and distri- 
bution was sponsored by Vice-president 
William F. Miller, in charge of the Depart- 
ment of Banks of the Citizens Union 
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Trust Department, for 
checking collateral loans, 
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Stock Reports 


covering 1,025 corporations ... . with 
definite advice on 1,700 securities .... 
charts showing price-range, Dow-Jone- 
average and trading volume... . indus- 
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THE OBJECTIVE of this organization has always been 


thorough distribution of its offerings among a broad clien- 


tele of investors. Through a widespread sales organization 


supplemented by well organized correspondence facilities, 


it seeks to make its services equally available to conservative 


investors wherever located, uninfluenced by size of funds. 
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Faster, more accurate machines in 


banks today...Stronger vaults to guard 
their funds, more secure buildings to 
house them...But the same old human 
race to man them...The same old 
human race with its heroism, weak- 
ness, emotions, temptations. 

That's why FeéD protection against 
dishonesty hazards— modernized to 
meet today’s risks—is as urgently 
needed as ever. 9500 experienced F«D 


agents make it easy for bankers to 





obtain the exact coverages they need! 
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FIDELITY, SURETY AND BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND. BALTIMORE 


In writing to advertisers please mention The Burroughs Clearing House 











National Bank. The development of our 
banking system is traced from its earliest 
haphazard beginning to the present time. 
showing how each period was marked })\ 
an attempt to make the banks of increase:| 
service to their communities. 

As to who owns the banks, the pamphlet 
points out that they are not owned })\ 
some monster of finance located in a far 
city, but by friends and neighbors in the 
community. 

Probably the chief asset of the pamphiet 
is not revealed in a brief description of the 
contents, but rather is found in the excep- 
tionally readable and informal style in 
which it is written, and the wealth o/ 
interesting details that it contains. 
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Dallas Banker to be 
Honored 

Fifty years of constructive achievement 
will be recognized when a_ three-day 
celebration will be held April 19-21 com- 
memorating a_ half-century of service 
rendered by President Nathan Adams of 
the First National Bank in Dallas, Texas, 
not only to his own institution but to the 
entire southwest. 

Nationally known as an authority on 
agricultural financing, particularly of cot- 
ton, Mr. Adams also is recognized as having 
been one of the pioneers in sane and con- 
structive oil financing following the dis- 
covery of vast oil fields in East Texas. 

For the past fifteen years, Mr. Adams 
has served as president of the First 
National Bank in Dallas, this bank being 
numbered among the sixty largest in the 
country. In 1932 he served as one of the 
original members of the Federal Home 
Loan Board. He has been president of 
the Texas Bankers Association and has 
taken a leading part in the affairs of the 
American Bankers Association. He has 
also served as director of the United States 
Chamber of Commerce, and held many 
other public places of honor, nationally 
and locally. 

Many of the leading bank executives ol 
the United States will be present in Dallas 
on April 20 to attend a banquet in Mr. 
Adams’ honor. On April 21, an open house 
celebration will be held at the First 
National Bank in the afternoon, to which 
Dallas and the whole state are invited. 
This open house is to be a feature of San 
Jacinto Day in Dallas. The first of the 
three-days’ celebration, April 19, is to be 
featured by a dinner given by employees 
of the bank to Mr. Adams. 


PRESIDENT NATHAN ADAMS 
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INTEREST INCOME FROM LOANS AND INVESTMENTS 


Member Banks, Federal Reserve System 







































































(Estimated) 
1927 1928 1929 1930 1931 1932 1933 1934 1935 1936 1937 1938 
$1,750,000,000 
1,500,000,000 aN 
a Pe —— INCOME FROM LOANS 
a === INCOME FROM INVESTMENTS 
1,250,000,000 i 
1,000,000,000 a) 
750,000,000 a 
nn 
500,000 ,000-—-== = Ce ed ee ee 22 @ wa pe See 2 2 2 ee Pe] ee 
a 
250,000,000:—NOTE: Income from investments (shown) has 
remained stable. Dollar volume of invest- 
wannts (not shown) has nearly doubled. 
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Drastic shrinkage of income from loans, as shown above, has resulted in reduced earnings for many banks 


Waar Apsout PRrorits? 


Presenting the first of a series of three articles dealing with 
this Number One Problem confronting the bankers today 


OST bankers would probably 
nominate profits—or lack of 
them—as the Number One 

Problem of banking today. While the 
current profit problem presents no 
emergency comparable with the crises 
through which banks passed a few 
Years ago, it is nevertheless apparent 
that inadequate earnings over a term 
ol years can bring an institution to just 
as serious a condition as if the impair- 
ment had occurred more suddenly. 
This fact has been crowding to the 
lront in the minds of many students of 
banking during recent months. Econo- 
mists, statisticians, state and Federal 
officials have been studying the subject 
trom various approaches. Its impor- 
tance to bankers is evidenced by the 
concern with which it was viewed at 


By 


ARTHUR 
VAN VLISSINGEN 


the recent A. B. A. convention at 
Houston, not only on the official pro- 
gram but even more in the informal 
talks in hotel lobbies and across dinner 
tables. The previous year at Boston 
the Economic Policy Commission de- 
voted almost its entire report to bank 
earnings. 

This is the first of a series of three 
articles on the vital bank profits 
problem. Instead of attempting to 
unearth new facts and add them to 


an already abundant supply, our aim 
is to bring together those disclosed 
facts that are of greatest importance 
to managing officers, and to point out 
their relationships. Data has been 
obtained through many interviews 
with leading bankers and bank con- 
sultants; in conferences with top 
officials and research students in the 
various Federal agencies directly con- 
cerned with banking. Material has 
likewise been derived from government 
publications and from the files of 
privately-financed students in the field. 

It is not the purpose of this series to 
fit together the available facts into a 
neat solution. Rather, this bringing 
together of significant information 
may, it is hoped, enable the banker to 
draw some useful inferences regarding 
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his own profit problem. ‘The purpose 
is to show a trend rather than to make 
«a definitive statement. 

The general outlines of the problem, 
and the factors that bring it into being, 
are so familiar that they deserve only 
sketchy restatement. Commercial loan 
demand has undergone drastic shrink- 
age in recent vears. The funds thus 
released from the bank’s loan totals 
and made available for investment 
encounter a low-yield) market on 
acceptable grades of bonds. ‘Thus the 
average bank today has a_ smaller 
volume of loans, at lower rates, than 
in bygone years, and a proportionately 
larger volume of investments but like- 
wise at lower vields. The report of the 
Comptroller of the Currency for the 


vear ending June 30, 1938, showed 
that net profits of national banks 


before dividends totaled $208,.423.000, 


a decline of $78,138,000 from the 
previous Vear. 

Like all general statements, this 
summary of the problem is_ over- 


simplified. 
not simple. 


But the problem itself is 
Neither is it an easy task 
to get at the real facts of banking 
profits. Mlany bankers, for example, 
may have felt that for them no serious 
profit problem has existed during the 
past few vears, whereas their dividends 
have been paid and their capital ac- 
counts have grown principally through 
recoveries and bond sale profits. The 
trouble is that bond profits on market 
movements are invariably equaled 
over a period of years by bond losses. 
And in the pungent phrase of Colonel 
Leonard P. Avres, vice-president of 
Cleveland Trust Company, recoveries 
aren’t profits but they feel like profits. 

For this reason, many research 
authorities today place their major 


Prominent statisticians who have done considerable work in the field of measuring trends in bank earnings, an 
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emphasis on net operating earnings 
rather than on net profits, which are 
defined as net operating earnings plus 
all recoveries and profits on assets and 
minus all losses on assets. Donald S. 
Thompson, chief of the division of 
research and statistics of the FDIC, 
has recently pointed out the pitfalls of 
studying the profitability of banking 
operations through the use of net 
profit figures which reflect irregular 
and non-recurring items. He has also 
pointed out: “It appears to be rela- 
tively easy to measure for any period 
of time the profitability of the oper- 
ations of any group of banks for which 
the data may be available. But to 
measure profitability to any purpose 
and to obtain results from which valid 


generalizations may be made is ex- 


tremely difficult.” 


HERE are almost as many different 

ways of measuring trends in bank 
profits as there are statisticians work- 
ing in the field. The commonest 
method is as a percentage on capitali- 
zation, which has the merit of being 
the way stockholders are likely to 
think of profits, but the demerit of 
not being directly comparable with 
other banks. If two banks have 
identical deposit totals but one has 
twice the capitalization of the other, 
then if the two banks are operated 
with exactly the same results in dol- 
lars, the bank with the smaller capi- 
talization will show just double the 
percentage of earnings on capital. As 
a means of setting up standards to 
which each bank may compare itself 
with other banks to see how it meas- 
ures up and whether it needs to hunt 
for serious profit leaks, the percentage- 
of-capital approach is almost useless. 














DONALD S. THOMPSON 


Division of Research and Statistics 
Federal! Deposit Insurance Corporation 


DR. E. A. GOLDENWEISER 


Head of Research Division Federal 
Reserve System 


April, 19.39 


Another measurement is percentage 
of earnings on total resources or tota| 
deposits. The Federal Deposit Insur- 
ance Corporation, which is conducting 
probably the most active governmenta| 
research into bank profits, puts princi- 
pal emphasis on net earnings per $1(\() 
of total assets. And because of the 
emphasis that has been placed in the 
past upon differences in profit oppor- 
tunity for institutions of different 
sizes, ils research men have given 
considerable study to earnings by 
size of bank. 

In the matter of profitability of 
banks by size, Chairman Leo II. 
Crowley has made this observation: 
“In 1937, as in the two preceding 
years, net earnings per $100 of assets 
were higher in the small banks than 
in the large banks. In general. the 
proportion of banks with high earnings 
was greater among the small banks. 
Similarly, with the exception of the 
very small banks, the proportion with 
net deficits was lower among. the 
small banks... In 1937, as in 1936, 
the states in which the banks showed 
the highest rates of net earnings were 
predominantly agricultural, and those 
in which net earnings were lowest were 
predominantly industrial.” 

Investigation of the causes of satis- 
factory bank profits prevailing in some 
institutions, and even in some regions 
as contrasted with the prevalence of 
unsatisfactory profits elsewhere, sup- 


plies some interesting material for 
thought. Studies that are being made 


by one group indicate that the per- 
centage of total funds invested in 
loans is less important in determining 
the rate of net current earnings than 
is the rate of income earned on its 
loans. The detailed findings of this 
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Driscoll, Millet & Company 
Bank Management Analysts 
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RATIO OF ACTUAL TO DESIRED BANK EARNINGS BY STATES 


This map shows the ratio of actual net earnings from current o 
desired sound net earnings as determined by “ 
bank management analysts. Included are all insured banks for the year 1937. 
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Bank earnings by states are here set up against a theoretical measuring stick of desired earnings, revealing 
that the profit picture is brightest in the southern, western and southwestern states 


group’s research are not yet ready for 
announcement. However, some sig- 
nificant facts are emerging from the 
study. 

Every tabulation of bank earnings 
by regions discloses that the best 
profits are made by banks in southern, 


yhose findings are cited in this series of articles 


ERNEST S. WOOLLEY 


George S. May Company 
Bank Management Division 


western and southwestern states, where 
high interest rates are the rule. In 
the tabulation made by Driscoll, Millet 
& Company and incorporated in the 
recent study of bank earnings issued 
by the Research Council of the Ameri- 
can Bankers Association, the banks of 


on bank profits 





COLONEL LEONARD P. AYRES 


Vice-president 
Cleveland Trust Company 


states showing 75 per cent or more of 
desired sound earnings are: Alabama, 
Georgia, Idaho, Mississippi, Nevada, 
New Mexico, North Carolina, Okla- 
homa, Oregon, South Carolina, South 
Dakota, Virginia, West Virginia and 
Wyoming. Other factors undoubtedly 
enter in some of these states, but these 
are regions where prevailing rates are 
pretty well maintained under all 
circumstances. 

In considering the problem of how 
to make satisfactory profits in these 
times of low commercial demand for 
loans and sagging interest rates on 
loans and investments, students seem 
fairly well agreed on how the problem 
may be best approached. As _ they 
see it, five general approaches are open 
to the individual bank in its search for 
adequate profits. These are: 

1. Aggressive search for loan and 
discount revenues. This comprises a 
number of activities. The bank officer 
working along this line will assiduously 
cultivate the conventional sources of 
profitable loans. He is also likely to 
consider the entire subject of term 
credits, long-term amortized loans of 
the sort that have been recommended 
by a good many Federal authorities 
and that have recently been analyzed 
in a booklet published by the Associ- 
ation of Reserve City Bankers. He 
will investigate the field (See page 27) 
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Cyciinec Checking 


Account STATEMENTS 


1—New Rochelle Trust Company, 
New Rochelle, N. Y. 


By 
J. MARSHALL PERLEY 
Vice-President 


OILED down to its essentials, the 
B change that we have made in 
our method of handling cus- 
tomers’ statements may be expressed 
in terms of working hours. When we 
got out all statements on the last day 
of the month, we kept 50 employees 
for 5 hours of overtime, a total of 
250 working hours. Since we have 
cycled the statements of all but our 
commercial accounts, a bookkeeper 
puts in a half hour daily —during 
regular working hours—and two girls 
work an hour a piece daily, which 
adds up to 65 hours a month on the 
entire statement operation. There is 
no overtime. And everybody in the 
bank is better off. Customers are, by 
all indications, exactly as well satisfied 
as they were when we were driving 
ourselves to get out their statements 
at the conventional time. In brief, 
we were breaking our necks to give 
our customers a type of service for 
which practically no demand really 
existed. 
All told, we have” approximately 


The New 
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Can banks follow public utilities in issuing 
customers’ statements through the month? The 
practice would help meet new requirements in 
working hours and reduce the month-end load 


A SURVEY OF 


THREE BANKS 


1—New Rochelle Trust Company, New Rochelle, 
New York...2—The Bridgeport - City Trust 
Company, Bridgeport, Connecticut... 3—An Un- 
named New York City Bank 


6,000 accounts. Of these, 700 are 
commercial accounts, the rest are per- 
sonal accounts. Previously we had 
made up all statements on the evening 
of the last day of the month, then had 
mailed these out on the first. To 
accomplish this, we had kept practi- 
cally all of our 50 employees for over- 
time work. As any banker knows, 
under such circumstances there are 
innumerable sources of waste time. 
Many of the employees who were 
being held over to work on the state- 
ments could not really get into produc- 
tion when their own jobs were finished, 
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because the bookkeepers had not yet 
finished the day’s work and struck 
trial balances. So the extra hands 
tried to help the bookkeepers, with 
some success in speeding up the task 
but not in proportion to the time 
and energy they expended. Further, 
despite their great loyalty to the 
institution, these employees from other 
departments inevitably regarded the 
statement problem as not their very 
own, but rather as something that 
was the personal problem of the book- 
keeping, clearings, proof, and transit 
employees; whatever the others did 
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Rochelle Trust Company cycles its statements by alphabetical division, beginning with . 


iM me ny g 
Ome ~ om /3 
Eee PRs... !2 








yith 4 


EE 








April, 1989—-THE BURROUGHS CLEARING HOUSE 


11 





November 1, 1938. 





NOOHEECE 


In accordance with the provisions as outlined in the Wage & Hour Law of 1938 and in the spirit of cooperation, 
necessary for any -benefits to become effective, it is essential that we make several changes in our method of operation, 
in order to comply with these new regulations. 


Although, no definite ruling has been established with respect to banks, the management feels that compliance 
with any regulations involved, will result in mutual satisfaction to all parties concerned. 


Our custom in the past, has been to mail statements of accounts to our customers, on the first of each month. 
Effective November 3rd, however, your statement will be mailed to you at regular monthly intervals, not necessarily 
on the first of each month, but approximately on the same date, each subsequent month. 


We are confident that your indulgence with us, in this change of policy, will be in keeping with the purpose 
of the Act and with your cooperation, will enable us to aceomplish our end. 


NEW ROCHELLE TRUST COMPANY 
New Rochelle, N. Y. 





Notice which the New Rochelle Trust Company sent to its personal checking account customers announcing the plan 


they altogether naturally felt, was in 
the nature of helping out. Instead of 
7 or 8 monthly errors of mismating 
statements and vouchers, each month 
since, our new plan has shown none. 
With the enactment of the wage 
and hour law, we were brought face to 
face with the necessity for reducing 
the hours of work. And the statement 
job loomed into the foreground as one 
source of overtime that could be done 
away with if only we could eliminate 
the peak. We knew it could be 
absorbed into the regular duties of the 
operating departments if we could 
spread it evenly across the month. 


S we considered this, we saw that the 
*““ one class of customers who might 
really need their statements on the 
first of the month consisted of business 
firms. Individual checking account 
customers could probably receive their 
statements and canceled vouchers just 
as well on any day of the month. So, 
after a few exploratory conversations 


Ustomers on the 3rd of the month 
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CORN EXCHANGE BANK TRUST CO. 


IN ORDER TO MORE EVENLY DISTRIBUTE THE WORK ORDI- 
NARILY DONE ON THE LAST DAY OF THE MONTH, WE ARE TAKING 
THE LIBERTY OF MAKING UP YOUR STATEMENT AS OF THE CLOSE 


DAY OF EACH MONTH. 


IF THIS CHANGE DOES NOT MEET WITH YOUR APPROVAL, 
WE TRUST THAT YOU WILL ADVISE US OF YOUR WISHES. 


CORN EXCHANGE BANK TRUST CO. 


BRANCH 





This card issued by Corn Exchange Bank and Trust Company, New York, 
showing a statement date of the 8th, gives a glimpse of that bank’s plan of 
cycling statements over the month 


with a few such customers, we com- 
mitted ourselves to this idea. We 
sent out with the October 31, 1938, 
statements a notice which explained 
why we were forced to make a change, 
and described the change: 

“Our custom in the past, has been 
to mail statements of accounts to our 
customers, on the first of each month. 
Effective November 3rd, however, 
your statement will be mailed to you 
at regular monthly intervals, not 
necessarily on the first of each month, 
but approximately on the same date, 
each subsequent month.” 

When this announcement reached 
more than 5,000 customers, we natu- 
rally heard objections from some. 
Most of the objections turned out to 
be based on misunderstandings, or 
were easily dispelled by a_ personal 
talk. After the first flurry, it developed 
that 40 of our individual customers 
really needed their accounts reconciled 


close to the first day of the month, 
or, at least thought so. We added 
these to the 700 business accounts for 
handling on the last day of the month. 


NCIDENTALLY, we are now con- 

sidering whether we should discuss 
with our business accounts whether 
they need their statements at the first 
of the month. We strongly suspect 
that most of these customers would be 
just as well satisfied if they received 
their statements and vouchers later, 
after their own first-of-the-month peaks 
have subsided. We know, for example, 
that while all of the banks with which 
we carry deposits get their statements 
to us at the conventional time, we 
push them aside until we have worked 
through our own rush, and often do 
not reconcile these until later in the 
month. It seems probable that face- 
to-face discussions with the business 
houses which carry accounts with us 
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will disclose the same sort of situation 
in most of them, and then we should 
be able to reduce our present 740 
end-of-month statements to a much 
smaller number, at a guess, about 200. 
Another point we are considering is 
whether many individual customers 
would be as well, or perhaps better, 
satisfied to receive statements quarterly 
instead of monthly. 

As it stands, we have split our 
individual accounts into 22. blocks 
ranging between 160 and 200 units. 
The division is purely alphabetical, 


and a given day’s assignment may 
cover parts of two ledgers. LEvery- 


body concerned with handling state- 
ments or dealing with customers was 
furnished a copy of our revised policy, 
reproduced herewith. 

This contains an alphabetical break- 
down of customer accounts by approxi- 
mate mailing dates. Each employee 


THE BURROUGHS 


who handles statement work was 
supplied a typewritten (not carbon) 
copy of this schedule. At the beginning 
of each month a supervisor works out 
the actual calendar dates on which 
these mailing dates will fall, the em- 
ployees lightly pencil these in on their 
schedules, and this becomes the actual 
performance schedule for the month. 
In February, shortest month and con- 
taining two holidays, we had two 
days to spare, by combining the last 
two days work. 

Another small economy we have 
effected has been in sending oul a 
large proportion of our statements by 
bank messenger instead of by mail. 
In the business section, and parts of 
town where customers live close to- 
gether in densely populated areas, it 
is far cheaper to do it in this way 
instead of by sending extra-rate heavy 
letters through the mails. 


This internal notice issued by the New Rochelle Trust Company covers 
various points in the cycling of statements and includes the monthly 
schedule for balancing and mailing 





REVISiD POLICY CONCERNING MAILING OF MONTHLY STATEMENTS 
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the future. 
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of the last day of the month. 


4 
is advisable that you contact Nr, 
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5. Business accounts will be handled in the same method as in use now, 
will be mailed on the 3lst, lst, and 2nd days of each month with closing figures as 


In accordance with our new policy on the mailing of statements the following data 
is provided to enable those people opening accounts to furnish the proper information. 


1. An average of 200 statements will be mailed daily beginning on the 3rd busi- 
ness day and ending on the 24th business day of each month. 


2. The total number of accounts has been alphabetically divided according to 
When advising a new customer when his statement will be mailed it is 
essential that you name approximately the date the statement will be sent and not 
the exact day, due to Sundays and Holidays intervening. 


3, It is only natural to assume that there will be complaints from a limited 
We feel that proper explanation will be most effective in prov- 
ing that the change will be beneficial beth from a customer and employee point of 


4. Under this plan a limited number of customers calling for their statements 
at the bank will reduce the actual working time of the people preparing the daily 
statements, therefore it is to our advantage to discourage called-for statements in 


They 


Should there be any questions arising concerning this change in policy it 
Creft, Mr. Kearns, or Mr, 
concern themselves with seeing thet the minor difficulties are eliminated. 
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New Rochelle Trust Company 
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2—tThe Bridgeport - City Trust 
Company, Bridgeport, Connecticut 


By 
CHARLES C. GILLETT 


Supervisor of Bookkeeping, Proof 
and Transit Departments 


IIE recent keen interest in cycling 

customers’ statements finds us a 

little surprised. We have handled 
statements this way for so many 
years that nobody in our institution 
can recall precisely when we _ began, 
and the present generation of clerks 
and supervisors has grown up taking 
it as a matter of course. 

Of approximately 6,000 accounts on 
our books, just under 1,500 are cor- 
poration accounts; the rest are per- 
sonal accounts. We have never dis- 
cussed cycling with our corporate 
customers, but have always given 
them first-of-the-month statements. 
About 800 of our corporate customers 
call for their statements; 700 are 
mailed on the first. We make up the 
800 call-fors completely on the after- 
noon of the thirty-first; the 700 mail 
statements are made up at the same 
time, but are not placed in the mailing 
envelopes with vouchers until the 
morning of the first, so that they 
catch the first afternoon mailing. 

To handle the end-of-the-month 
rush of corporate account statements, 
we use all of the regular force of the 
proof, clearing, transit, and bookkeep- 
ing departments. All of these 25 
persons are familiar with the work and 
handle it with speed and accuracy. 
They transfer the 1,500 statements 
and complete the checking of all that 
are to be called for the morning of the 
first, with about 2% hours of overtime 
work. The cost to the bank is only 
for supper money, plus whatever time 
is used at time and a half for overtime. 
Obviously, if we were to attempl 
handling all 6,000 accounts on this 
same evening, we should have to keep 
other employees less familiar with the 
work; their production would be 
slower, the cost would be much higher 
per statement. But because we man- 
age to work in the rest of the accounts 
a few each day thereafter, these are 
handled without any overtime or 
pressure work whatever. 

We start working on our personal 
accounts, by ledger divisions, on the 
first day of the month. There are 
twelve divisions, so the statement work 
is finished in twelve days. The head 
of the statement department is re- 
sponsible for getting out each day’s 
quota. This is accomplished with the 
aid of eight bookkeepers. 

The task is not quite so formidable 
as it sounds, because (See page 30) 
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By HENRY D. RALPH, Washington Correspondent 


The Business 
Recovery Program 





Banks are expected to gain their 
full share from the business recovery 
program in which the administra- 
tion is engaged, both in freedom 
from reform legislation and through 
participation in the expected recovery 
itself. Washington observers are 
pretty well agreed that the adminis- 
tration is sincere in its announced 
efforts to promote a higher level of 
business activity. 

The chief objective of those officials 
who are directing the new policy to 
revive business confidence is to stimu- 
late the flow of private investment into 
new and expanded enterprises, and 
thus to increase employment, produc- 
tion, trade, the national income, and 
tax yields. The new attitude indicates 
a halt to reform legislation, an end to 
business criticism and an effort to 
smooth out non-governmental obstacles 
to recovery, such as labor strife. With 
this program a majority in Congress 
appears to be sympathetic, and a 
greater measure of co-operation be- 
tween the executive and legislative 
branches may be expected. 

A by-product is the current talk of 
government economy. This is ex- 
pected to be more desired than real, 
partly because of a genuine fear that 
an abrupt halt in government spending 
might put a serious damper on re- 
covery, but more because of the 
practical political difficulties in re- 
ducing appropriations for any project 
supported by local interests. It is 
apparent, however, that Congress as a 
whole does not subscribe to the theory 
that the government can safely con- 
linue to increase the public debt and 
that the nation can spend its way to 
prosperity. The talk of economy also 
is having the practical result of holding 


DOES IT 


CONTRIBUTE 


TO 


RECOVERY? 


HENRY MORGENTHAU, JR. 
Secretary of the Treasury 





JOHN W. HANES 
Undersecretary of the Treasury 


. typifying governmental emphasis on business recovery 


(Harris & Ewing Photo) 


down authorizations and commitments 
for new large expenditures. 

More significant is the administra- 
tion’s change of front on taxes. The 
President’s budget message in January 
‘alled for close to $500,000,000 in new 
taxes for national defense and farm 
benefits, but now the administration 
has abandoned this plan (with the 
hearty approval of Congress) and the 
Treasury is leading the way in revising 
the tax laws, to eliminate those provi- 
sions which may be acting as a deter- 
rent to new investment and business 
expansion. ‘The total level of taxes 
will not be lowered, however, and the 
tax rate on corporations may even be 
increased slightly to compensate for 
revenue losses. ‘The chief feature of 
the new tax policy is that business 
can assume that there will be no new 
punitive or reformatory taxation dur- 


ing the next two years at least, and 
that tax laws will not be used as a 
device for accomplishing economic 
reforms or the redistribution of 
wealth. 

In the field of general business legis- 
lation, including bank legislation, it is 
unlikely that there will be any legisla- 
tion enacted at this session which will 
reform methods of doing business or 
cause general business uncertainty. 
The “‘monopoly investigation” of the 
Temporary National Economic Com- 
mittee has failed to live up to the fears 
of six months ago, and while many of 
the proposals which are being aired at 
the current hearings are disturbing if 
considered by themselves, there is no 
disposition to rush any of these into 
legislation. For some time, at least. 
the TNEC will be little more than a 
forum for economic discussions. No 
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STEWART McDONALD 
Administrator, Federal Housing 
Administration 


did not agree on extending The National Housing Act 


recommendations for 
expected this year. 

General revision of the banking laws 
appears to be out of the question, 
although rumors of legislation were 
rife in administration circles only a 
few months ago. Even the strongly- 
backed proposal to curb bank holding 
companies appears to have been side- 
tracked. Agitation for new Federal 
machinery to facilitate the extension 
of business credit, particularly to 
smaller business concerns, persists 
however, and Congressional commit- 
tees may give active consideration to 
some of these proposals. 


legislation are 


Amending the 
National Housing Act 





Competition between commercial 
banks and building and loan associ- 
ations in the home mortgage field 
recently entered Congressional con- 
siderations of bills to amend the 
National Housing Act administered by 
the Federal Housing Administration. 

At hearings on identical bills before 
both the Senate and House committees 
on banking and currency, officials of the 
FHA asked an extension of their 
authority to insure home mortgages 
written by banks, insurance companies, 
and similar institutions. Spokesmen 
for the United States Building and 
Loan League opposed this on the 
ground that it would constitute un- 
warranted competition with building 
and loan associations and mutual 
savings banks, and this contention 


was upheld by officials of the Federal 
Home Loan Bank Board. 

The bill in question was written by 
the FHA and makes a number of 
amendments to its law, several of 
them solely for purposes of legal 
clarification or to remedy defects in 
the act. The provisions in controversy 
would double the amount of mortgage 
insurance to $6,000,000,000, which the 
FHA may have outstanding at any 
one time; would continue the authority 
of FHA to insure mortgages on existing 
houses; and would continue the special 
provisions enacted last year for more 
liberal mortgage terms on houses cost- 
ing less than $6,000. 

At present the FHA has about 
$1,500,000,000 of insured mortgages, 
but at the current rate of insuring, 
about $100,000,000 per month, it 
expects to reach the present limit of 
$3,000,000,000 by June, 1940. The 
increased authorization is desired for 
two reasons: first, so that the general 
public and particularly real estate 
developers will know that the FHA 
will continue for some time to come 
and may proceed with plans for con- 
structing new houses with the assur- 
ance that FHA mortgages may be 
written on them; and second, because 
when the $6,000,000,000 limit is 
reached some four years from now 
the FHA will have insured approxi- 
mately one-third of all home mort- 
gages in the country, and thus hopes 
to prevent wholesale foreclosures in 
times of economic distress. 

Another amendment would remove 
the present limitation in the act that 
would prevent the FHA after July 1, 


1939, from insuring any mortgages on 
existing houses unless the houses had 
previously been covered by FHA- 
insured mortgages or were built later 
than January 1, 1937. The arguments 
are that in order to maintain a market 
for new homes it is necessary to 
provide easy financing terms for the 
sale of old houses, and that unless FHA 
type of financing is available for exist- 
ing structures there may be a break- 
down in the entire real estate market 
affecting values in the entire residentia! 
field. 

The third important amendment 
would make permanent the authority 
of FHA to insure mortgages up to 
$5,400 for an amortization period up 
to twenty-five years. This applies to 
the 90 per cent mortgages on owner- 
occupied homes costing not more than 
$6,000, and as the law now stands such 
mortgages written after July 1, 1939. 
would have to be amortized in not 
less than twenty years. However, the 
FHA wants to terminate on July 1. 
1939, the special insurance premium 
of one-fourth of 1 per cent on such 
mortgages and make the rate one-hal! 
of 1 per cent as is the case with the 
standard FHA mortgage. 

In testifying before the committee 
Stewart McDonald, FHA Adminis- 
trator, declared that this proposed 
increase in the insurance premium will 
amount to an additional monthly pay- 
ment of 53 cents on the average mort- 
gage in this class, but that over a period 
of years it may make the difference 
between whether the FHA becomes 
self-supporting or must operate on a 
subsidy. He stated that the construc- 
tion of small homes under these special! 
liberal provisions of the law has 
exceeded all expectations and amounted 
to about 40 per cent of FHA business 
during 1938, and he declared it to be 
very important to retain the provisions 
for 90 per cent mortgages for 25 years 
on houses costing less than $6,000. 
About half of all mortgage insurance 
written by FHA has been on old 
homes and about half on new con- 
structions, Mr. McDonald declared, 
but the percentage of new construc- 
tion is increasing and in 1938 new 
homes accounted for 70 per cent ol 
insurance written. 

The opposition of savings institu- 
tions was stated at the hearings by 
Morton Bodfish, executive vice-presi- 
dent of the United States Building and 
Loan League, who opposed increasing 
the insurance authorization and ex- 
tending the right to insure mortgages 
on existing homes. He _ declared: 
“Our basic objection is that our 
thousands of community institutions 
are being hampered and injured in 
their activities by foreign lenders and 
direct government purchases of Federal 
Housing Administration-insured mort- 
gages. If it is desirable to encourage 
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and strengthen private businesses in 
individual communities, the activities 
of the Federal Housing Administra- 
tion in insuring mortgages on existing 
properties should be terminated on 
July 1, as now provided in the statute. 
We raise no question regarding the 
insurance of mortgages for new con- 
struction, because we feel it is better 
to assist and subsidize employment 
than to provide relief for unemploy- 
ment. Promotional subsidies and 
ultimate losses on the part of the 
government are possibly justified in 
creating new housing, but cannot be 
justified by activities which merely 
raid the portfolios of existing private 
institutions and use government credit 
to endorse existing private debts. 
Building and loan associations are 
local, private community enterprises, 
organized and operated by the people 
in their respective communities to 
promote thrift and home ownership. 
The wisdom or necessity for the em- 
ployment of an additional $3,000,000,- 
000 of government credit at this time 
to endorse the notes of individual 
debtors is highly debatable. Insur- 
ance of existing mortgages has mainly 
encouraged and facilitated a brokerage 
system of selling mortgages to foreign 
lenders and to the government in 
competition with local, private savings 
institutions. The government guar- 
antee or endorsement runs solely to 
the benefit of private financial institu- 
tions, principally commercial banks 
and trust companies.” 

Continuation of Title I of the act is 
another factor complicating considera- 
tion of FHA legislation. This title, 
providing a guarantee for bank loans 
for real estate modernization and 
improvement, was originally enacted 
as a temporary measure and has been 
in and out of the law several times. 
It is now scheduled to expire July 1, 
and the FHA does not wish it con- 
tinued. However, it has proved very 
popular and many interests, including 
banks and particularly real estate 
operators and building supply dealers 
and contractors, are insisting that it 
be continued. In discussing this be- 
lore the committee Administrator 
McDonald declared: ““The banks now 
know that this type of business is 
profitable and they have made money 
on it, most of them; I think it is time 
that we cut the life line and let them 
go ahead by themselves. Why let 
the government keep nursing the 
lending institutions along on a piece 
of business that they have been enjoy- 
ing and can enjoy without us? If the 
guarantee is renewed we ought to 
make a charge for the service of at 
least 1 per cent. Some of the lending 
institutions with whom I have talked 
have indicated that they are willing 
lo pay a premium. We object to 
banks having what we call a free ride, 
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MILO PERKINS 
Department of Agriculture 


.... heads a scrip plan for distributing surplus foods 


(Harris & Ewing Photo) 


and the philosophy back of the Federal 
Housing Administration has been that 
it should be on a _ self-supporting 
basis.” 


Scrip Plan 
for Relief Workers 





Banks may be affected in a number 
of ways by the new plan for increasing 
the distribution of surplus foods now 
being perfected by the Department of 
Agriculture and other Federal agencies. 

In brief, the plan calls for giving 
relief workers a part of their pay in 
scrip which could be used in any 
grocery store for the purchase of food. 
This scrip will probably be in the 
form of orange-colored stamps of 
25 cents denomination. Each worker 
agreeing to take part of his pay in 
this scrip would be given a bonus of 
50 per cent in blue-colored stamps. 
The blue stamps could be used only 
for the purchase of those commodities 
currently classified as surplus by the 
Department of Agriculture. The pur- 
pose of the two kinds of scrip is to 
insure that relief workers will continue 
to spend the same amount for their 
regular food purchases through the 
use of the orange stamps while pur- 
chases with the blue stamps would 
constitute an addition to their diet 
and would also provide a new market 
for surplus crops. The scrip would not 


be negotiable by the relief clients 
except for food, but it would be 
negotiable after being accepted by 
the grocer. 

Aspects of this plan which affect 
banking include the broad problem of 
the ultimate cost to the Federal 
Government and the possibility that 
it may lead to inflation. There is 
also the point that the Department of 
Agriculture is to a certain extent 
using the power given to Congress 
under the Constitution to coin money 
and regulate its value. From a more 
immediate and practical standpoint 
there is the question of whether or not 
these stamps will find their way into 
banks. As this issue of The Burroughs 
Clearing House went to press, details 
had not been completely worked out, 
but it was planned to begin the project 
on an experimental basis in half a 
dozen cities early in April, and to 
expand it later as experience war- 
ranted. Tentative plans were that 
the grocer would paste the stamps on 
cards holding up to $5 worth, and that 
these cards would ultimately be re- 
deemed in cash by the Federal Govern- 
ment. 

In many cases the cards would be 
turned over to distributors and whole- 
salers in payment for purchases made 
by retail grocers, and consideration is 
being given to authorizing post offices 
to redeem stamps after they have been 
spent for food. However, it is ex- 
tremely likely, particularly (See page 32) 
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N the investment course’ being 
conducted by the New York State 
Bankers Association, one of the 

talks, “‘Statistics for a Bond Port- 
folio,” points out how bankers can be 
equipped with the necessary data for 
making intelligent decisions on various 
bonds. We have seen how the Bond 
Portfolio Committee has sought the 
co-operation of statistical. experts to 
provide a service simple enough to be 
understood by a banker who is nol a 
professional bond analyst. 

Before proceeding. I should like to 
say a word about the standards estab- 
lished for bank portfolios by the Bond 
Portfolio Committee and discussed in 
this article and the one published last 
month. These standards are estab- 
lished as a guide for bank investment 
only, and in no sense are intended as a 
guide for all investors. They are 
worked out especially to meet bank 
requirements. Further the material 
presented is in no way to be considered 


The course shows how statistical ratios, developed especially for bank guidance, can be applied to 
determine the quality of each major type of bond 
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New Yorks Bank 


INVESTMENT CoursE 


By 
THOMAS A. WILSON 


President, New York State Bankers Association, and President, Marine Midland 
Trust Company, Binghamton, New York 


II. The second of two articles reporting 


the bank investment 


the New York State 


as endeavoring to set up a mathe- 
matical system for bank investment. 
No system can be substituted for 
sound management. 

In talks 7 through 10, the investment 
men who are conducting this course 
proceed to show how statistical ratios 
can be applied to each major type of 
bond. Each talk is an amplification 
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course worked out by 
Bankers Association 


of the statistical headings provided in 
Talk 6, confined to the particular class 
of bond covered in the particular les- 
son. In each case the lecturer tells why 
the various ratios and _ limitations 
were set up as measurements of a bond’s 
quality, and he explains which are 
more important and why. Typical 
bonds will be analyzed according to 
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the ratios and rules provided, so that 
bank officers may see the theories 
practically applied. Thus, when they 
go back home equipped with their new 
knowledge, they will have it in suf- 
ficiently workable shape to put to use on 
their own bank’s investment account. 


"THE ratios that we are tentatively 
using on each statistical specimen, 
such as those shown on page 16 really 
tell the story. These are shown under 
the heading: ‘“‘Pertinent Ratios for 
Determining Bond Quality.” and are 
arranged insofar as possible in order 
of importance. There is, of course, a 
different set of ratios and a different 
order of importance for each of the 
four major classes of bonds. Without 
going into the reasoning behind the 
selection and emphasis of each of the 
ratios, let us have a look at the points 
where we concentrate our attention. 

Talk 7 is “How to Analyze an 
Industrial Bond.” The ratios here 
are not very different from the ratios a 
loaning officer would use in considering 
a direct commercial loan. In fact, the 
problem is much the same. with the 
added factors of longer term and 
multiple lenders. To carry out this 
idea of thinking of bond quality in 
terms of ratios, let us reter to the 
card on the oil company bond which 
is used as an example, and which is 
shown on page 16. It will be noticed 
that this card suggests general ratios 
that should be considered in selecting 
any oil company bond. These ratios 
supply the guide against which the 
ligures of any particular oil company 
bond can be compared. The example 
shows that Fixed Charge Coverage 
should be six times or more, that Cur- 
rent Assets to Current Liabilities 
should be 300 per cent or more, that 
Net Working Capital to Funded Debt 
should be 150 per cent or more, that 
Cash and Equivalent to Current 
Liabilities should be 100 per cent or 
more, that Funded Debt to Net 
Property should be less than 30 per 
cent, that Depreciation and Depletion 
to Interest Charges should be 500 per 
cent or more, that Depreciation and 
Depletion to Gross Revenues should 
be 10 per cent or more, that Funded 
Debt to Market Value of Total Capital 
should be less than 25 per cent. and 
that Net Income to Gross Revenues 
should be 8 per cent or more. 

Talk 8 is ““How to Analyze a Utility 
Bond.” An example of the idea of 
applying ratios to utility bonds is also 
shown on page 16. The pertinent 
ratios for determining quality in this 
example are: Fixed Charge Coverage, 
23, times or more, Funded Debt to 
Net Property, Less than 60 per cent, 
Net Property to Operating Revenues, 
Less than 500 per cent, Depreciation 
ind Maintenance to Operating Reve- 
lues, 15 per cent or more, Income 
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INVESTMENT PROGRAM OF 





© 


ADOPTED BY THE BOARD OF DIRECTORS ON 





CASH AND SECONDARY RESERVES 





DEFINITION: 





comprise the Investment Account. 


AMOUNT: 








% of all temporary deposits, plus 


% of normal demand deposits, plus 


Secondary Reserves shall consist of commercial paper, U. S. Government securitics maturing within 


__years, and very high grade corporate and municipal securitics maturing within 


_years. All other securities shall 





Secondary Reserves together with cash on hand and on deposit with other banks, shall not be less than 


9% of true savings deposits. 





INVESTMENT ACCOUNT 





PURPOSE: 








QUALITY: 


shall comprise at least 








Within 5 years en 
Due 6 to 10 years ____._.% 
Immediate objectives with respect to the distribution of 





It shall be a policy to make steady progress in climinating undesirable holdings. Immediate objectives with 
respect to the quality to be obtained in the portfolio shall be f 


| 


every. a . U.S. Government securities 








% of the Investment Account. A thorough investigation shall be made before buying any corporate 
or municipal bonds. Purchases must meet the following qualifications as to quality: _ 


MATURITIES: | The objective shall be to attain approximately the following distribution of maturities: 


Due 11 to 20 years __-_% 
Over 20 years % 








shall contain no bonds with maturity dates longer than 


DIVERSIFICATION: The foll 


ing p ges shall be 


shall be f lated every. 





. The portfolio 


years, 





classes of securities: municipals___%; public utilities 


—-—-%. No more than __ 


PROTECTION: 


Government securities, plus 


up to 





SUPERVISION: 


entire bond list shall be submitted’ for review every 





securities, plus ______9% of other securities. In addition, the bank’s net capital account shall be at least __ 


on the proportions to be invested in different 


%; railroads _____9; industrials ____9%; miscellaneous 


—% shall be invested in sccuritics of a single locality. The number of different corporate and 
municipal issues held shall not exceed_____. The standard commitment in an individual issue shall ordi 


ily be 





The bank’s surplus, undivided profits and reserves shall be at least ____.% of U. S. Government 


_% of U. S. 


—___—% of other securities. A special reserve against depreciation and losses shall be accumulated 
Jo of the book value of U. S. Government securities, plus 


——% of the bovk value of other securities. 


All holdings shall be thoroughly reviewed every by + The 





to the foll 





* * 





___________.. All parts of this program shall be reviewed every 


ing outside sources: _ 





(Consider other provisions, such as what material, reviews and recommendations should be submitted to directors.) 


% a 


N. B. ‘This sheet is not presented as a model to be adopted in its present form but is intended chiefly to suggest points 
that you may wish to consider in formulating your own investment program. 





This important form, designed by the Bond Portfolio Committee, is to 
assist the individual bank in formulating its own investment program 


Before Charges to Par Value of Funded 
Debt, 12 per cent or more, Net 
Operating Income to Net Property, 
Around 7 per cent, and Net Income 
to Operating Revenues, 19 per cent 
or more. 

Talk 9 is “How to Analyze a Rail- 
road Bond.” Here again the statistical 
method will be applied. Ratios are 
now in course of preparation and will 
have been worked out by the time the 
lecture is scheduled and will be avail- 
able at that time. 

Talk 10 is “How to 
Municipal Bond.” In this classifica- 
tion also the ratios have not been 
definitely determined. The committee 
is still at work on them. The general 
factors with which they are concerned 
are those covered in A. B. A. Booklet 
19: Economic factors: (a) Character 
of economic resources; (b) Commerce 
and banking; (c) Availability of finan- 


Analyze a 


cial information; (d) Population. Debi 
load factors: (a) Net bonded, floating 
and overlapping debt in relation to 
assessed valuation; (b) Per capita 
debt, including net, floating, over- 
lapping; (c) Floating or temporary 
debt. Current operations: (a) Budget; 
(b) Tax collection record; (c) Budget 
reserves; (d) Cash position; (e) Power 
of taxation for operations; (f) Trend 
of tax levy for operations and volume 
of expenditures. Miscellaneous fac- 
tors: (a) Debt record; (b) Provision 
for payment; (c) Legal opinion and 
legal status; (d) Purpose of bonds: 
(e) Maturity of bonds; (f) Adequacy 
of sinking funds if bonds not serial. 

Talk 11 is “How to Buy a Good 
Bond.” This is, of course, merely 
applying to the actual purchase of a 
bond the methods studied in the 
previous lessons. The method sug- 
gested is to lay out the statistical 
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figures on a special form so that the 
banker can see all of the pertinent 
facts before him for all bonds that are 
being considered for purchase. 
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lished bond program, with percentages 
worked out for the various classes of 
bonds making up the bond portfolio, 
the bank can determine quickly what 





It will be apparent to anyone who 
has followed the articles this far that 
the first step for the bank in purchasing 
bonds is to determine the place that 
the bonds are to fill in the bond port- 
folio. That is, with a definitely estab- 


kind of bonds, i. e., governments, 
municipals, utilities, industrials, rails, 
it is going to buy. With this deter- 
mined, the question becomes one of 
selecting the bond. Here again, with 
its ratios for determining the quality 


The set of records developed by the Bond Portfolio Committee of the New 
York State Bankers Association as part of its investment course 
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of individual bonds in any particular 
field the bank is in position to make 
its selection or selections. 

Talk 12 is ““How to Analyze a Bond 
Portfolio.” Here, after all of the 
preliminaries, the course is really 
getting down to the problem it has 
been after all the while. As we have 
previously considered, everyone knows 
from personal observations as well as 
from national statistics that there is a 
great need for cleaning up the bond 
portfolios of many institutions. 

Thus we bring the bank officer to 
the stage of knowledge where he can 
check up on his own bank’s holdings. 
The test of a bond is: Would you buy 
it now? If so, then doubtless you 
want to keep it. If not, then doubtless 
you wish to work it off as you can 

Talk 13 is “How to Sell Undesirable 
Holdings.” It is our opinion that this 
talk will be one of the most important 
of the entire course because of its 
possibilities for immediate practica! 
application to one of today’s problems 
After all, the main objective of the 
course is to improve the bank’s bond 
portfolio. The first step in attaining 
this objective in the individual bank 
is to eliminate from the bank’s assets 
the sub-marginal securities with «a 
minimum of loss. The next step, o! 
course, is to supplant these with good 
bonds. But before you can get an\ 
bank in the market looking for good 
bonds, you have to help that bank 
eliminate the undesirable issues. 


[N his approach to cleaning up his 

bank’s portfolio, the banker is advised 
to adopt the point of view of averages. 
Further he is urged to average his 
working information so that mathe- 
matical chance will be playing on his 
side. Nobody, of course, can be 
expected to be right on every indi- 
vidual bond. But if reliance is placed 
in averages, and the bank uses all oi 
the sources that it can reach, it is 
pretty likely to find that the end 
result in disposing of its weak issues 
will be satisfactory. If one of the 
issues falls off against market trends 
but other issues rise the bank can feel 
that it is working its way out success- 
fully. 

There are two things that the bank 
can do in taking advantage of averages 
that should be of definite assistance. 
First, the bank can present the list o! 
issues to be disposed of to its bond 
dealers for their opinions of the time 
and price at which to sell. Second. 
and it is here that the smaller bank 
particularly should get its most valu- 
able assistance, it can seek the advice 
of its city correspondent. 

The whole problem in selling unde- 
sirable bonds is the timing. If you 
sell at the right time you may not 
suffer much of a loss; if you pick the 
wrong time you may (See page 28) 
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Repurchase agreements held against public policy ...Some legal 
principles guiding payment of checks...Question of reasonable 


time in presenting note... Effect of erasure in voiding check 


Repurchase Agreement 


While the legislatures of some states 
have forbidden banks by statute to 
agree to repurchase securities sold by 
the bank or its affiliate, a recent New 
York decision indicates that even 
where there is no such statutory 
prohibition, such repurchase agree- 
ments may be declared void by the 
courts as contrary to public policy. 

“Such an agreement,” says the 
Court of Appeals of New York, 
“violates sound public policy respect- 
ing the stability of banks. The sale 
of securities in this case, apparently 
valid and complete, increased the 
liquid assets of the bank. Seemingly 
the bank had disposed of the securities 
and had received in return cash or 
valuable commercial paper. 

“Yet if the agreement of repurchase 
were upheld, the bank, at the same 
time that it apparently made an 
absolute sale and improved its finan- 
cial stability, would have burdened 
itself with a contingent liability in the 
same amount as the sales price. The 
contingent liability is of such nature 
that it cannot be measured in advance 
and can be determined day by day 
only by checking on the market value 


By 
CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


of the securities sold subject to re- 
purchase agreement. Neither the 
depositors nor public officials could 
determine with certainty the stability 
of a bank which had made a number of 
such agreements. 

‘*‘These agreements are not enforced 
ordinarily during periods of normal 
business and financial conditions. It 
is not until there is a financial depres- 
sion and market prices go down that 
repurchase agreements will be en- 
forced. They impose a loss upon the 
bank and deplete its assets at a time 
when it is most in need of such assets 
to meet the demands of ordinary 
banking business. Such contracts are 
forms of contingent liability inimical 
to sound banking and perilous to the 
interests of depositors and the public.” 
(Rothschild vs. Manufacturers Trust 


Company, 18 Northeastern Reporter, 
Second Series, 527.) 


Payment of Checks 


A California bank was sued by a 
depositor to recover the amounts 
charged to his account for the payment 
of checks on which his signature had 
been forged as drawer. In a lengthy 
opinion the California court sets forth 
a number of legal principles that con- 
stitute a sound guide to banks with 
respect to their duty and responsi- 
bilities in paying out on a depositor’s 
checks. Says the court: 

“While ordinary commercial prac- 
tice may not permit a teller in a bank 
to constantly make comparisons be- 
tween signatures on checks and the 
signature cards on file with the bank, 
it is certainly the duty of the employee 
to acquaint himself with the signature 
of the customer; otherwise, the latter 
would have no protection whatever 
against forgeries. 

“Having carefully examined the 
signature card and the checks in- 
volved in this case, we are satisfied 
that the jury would have been justified 
in finding that if the bank had 
compared the genuine (See page 37) 
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‘‘The money's been stole! The 
money’s been stole!’’ 


HiE telephone in the main office 
of the Ferndale National Bank 
suddenly reared back and 
hummed like a rattlesnake. Two cus- 
tomers and all the bank help, including 
Cashier John Atwood and Director 
Clutchbill, dropped what they were 
doing and scowled. One of the girl 
clerks leaped out of her chair, dodged 
around a table like a weasel, and 
vanked the clattering instrument off 
the shelf. 

“Hello?” she shrilled. 

Instantly the wire turned red with 
tension. ‘“‘This is the postoffice. Your 
shipment of currency has just been 
stolen. We'd just delivered it to your 
teller, Willie Dexter. A man grabbed 
it and ran while he was signing for it.” 

“Oh-h!”’ gasped the girl clerk, almost 
dropping the receiver. 

“What’s happened?” asked Cashier 
John Atwood, hanging half-raised over 
his desk chair. 

‘The shipment of currency has been 
stolen .. . it’s the postoffice.” 

“My goodness! Ten thousand!” 
gulped John. 

“What! ! howled Mr. Clutchbill 
slinging his newspaper into a corner 
and jumping up quicker than a palace 
guard. 

Abruptly the front door caved in. 
Willie Dexter, hatless. red in the face. 
burst through the opening and raced 
down the lobby, screaming madly: 

“The money’s been stole! The 
money's been stole!’ 

“What’s that . . . my goodness! 

. What’s that?” demanded Director 
Clutehbill plunging out of the front 
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DIRECTOR 
(CLUTCHBILL 


bags a 
bank Bandit 


By 


COPELAND 


Cashier, The Randolph National Bank, Randolph, Vermont 


In recovering the $10,000 loot snatched 
from the Ferndale National’s messenger, 
Mr. Clutchbill summons something new in 
the way of arsenal aid...a “24-pounder” 


office as a girl clerk let Willie into the 
banking room. 

“Grabbed it right out from under 
my elbow while I was signing for it!” 
wailed Willie. 

““Where’d he go?” snapped John, 
dodging around Mr. Clutchbill. 

“He ran for a car and got away.” 

“Car? What kind of a car?” 
shouted Mr. Clutchbill leaning over 
Willie with quivering goatee. 

“A little pale blue Ford coupe. I 
chased him but it wa’n’t no use.” 

“Send in an alarm... a general 
alarm,”’ screamed Mr. Clutchbill, jerk- 
ing a bulletin off a hook. ‘Here it is, 
ring 800.” 

Mr. Clutchbill, grabbing his way by 
backs of chairs, clawed to the telephone. 

“Get ring 800, state police. Stop 
everything and get it!’ 

“Heh? That you 800? The Fern- 
dale National Bank’s been robbed of 
$10,000. Send out general alarm. 
Get state police going. Pale blue 
Ford coupe. One man.” 

No sooner had Mr. Clutchbill hung 


up than the village fire siren went of} 
with six shattering blasts, the emer- 
gency call. 

‘““Which way’d he go?” shouted John 
in Willie’s ear. 

“Over the railroad crossing and up 
the hill.” 

“Headed south.” Mr. Clutchbill 
jerked his hat to his ears. “I’m after 
Cal Bannister . . . goin’ to chase him. 
Willie, you hang over that phone. 
They’ll soon be asking details from 
the state police department.” 


ME: Clutchbill snatched up an over- 
1VE oat and hustled out. The villagers 
were gathering in groups on Main 
Street. 

“Here! Here!’ hollered Mr. Clutch- 
bill, hurrying down on a car with the 
engine running at the curb. “Shoot 
me over to Cal Bannister’s.” 

Mr. Henbird of the Globe Genera! 
Store backed out while Mr. Clutchbil! 
was climbing into his car. Twitching 
the car to a stop, he raced through the 
gears, clamped permanently on _ the 

























































































































































































horn button, zoomed around a corner 
and after a breathless dash skidded 
ten yards past the front door of 
Mr. Bannister’s cottage at the edge of 
the village. 

Mr. Bannister ran his head out of 
the woodshed door and swallowed ner- 
vously. 

“Git your car and gun, Cal!’ 
screamed Mr. Clutchbill backing to 
the ground with clawing feet. ‘““The 
bank’s been robbed of $10,000.” 

Within five seconds of each other 
the shed door closed and the kitchen 
door opened. Mr. Bannister flew out 
with a duck gun and his ignition key 
which he held well forward like a lance 
as he ran. 

Unwinding with the precision of an 
egg beater Mr. Bannister threw his 
gun in the car and backed out of the 
barn all in one motion. Mr. Clutchbill 
jumped aboard and half fell in the 
front seat with Cal. 

“South!” he yelped, pushing his 
black felt hat up off his eyes. ‘South, 
Cal. Main line. Stop first at filling 
station Tamarack Creek .. . goin’ to 
telephone there.” 

Mr. Bannister took the turns blind 
at full speed. Eight times he clipped 
mullein stocks from the ditch in 
passing stupefied on-coming drivers. 

At the Tamarack filling station the 
car stopped in a cloud of gravel. Mr. 
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Clutchbill jumped out and_ raced 
toward the soda pop and cigar en- 
trance. At the door he came face to 
face with the thin, ancient proprietor 
on the way out. 

“Seen a pale blue Ford pass here?” 
howled Mr. Clutchbill instantly. 

‘‘Haven’t noticed none,” jerked the 
proprietor gazing peacefully over his 
spectacles at Mr. Clutchbill. 

“Ferndale bank’s been robbed of 
$10,000." gobbled Mr. Clutchbill. 
“Why don’t you turn on your radio 
and get posted on world events? 
Where’s the telephone?” 

“Over there under the pop sign,” 
uttered the proprietor. 


HORTLY Mr. Clutchbill was in 

touch with the state police depart- 
ment at the capitol. 

‘This is Clutchbill of the Ferndale 


National on the fly for the lake. You 
jumped anything yet?” 
‘““No,”’ came over the wire. ‘‘We’re 


patroling all trunk roads and watching 
the points crossing the state line.” 

‘““My idea is it was a local bandit,” 
rattled Mr. Clutchbill. ‘Got a hunch 
he’ll take to water. No ferries runnin’ 
vet. He'll try to grab a boat. I’m 
having a look along the shore. Ring 
you in about an hour from the toll 
bridge.” 

Mr. Clutchbill hung up and joined 
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Cal. They buzzed over the main 
range of mountains on a cross road 
and held it till Mr. Clutchbill hollered 
a warning. 

“Take this little road, Cal. It 
ain’t more’n a cow path but it’s a short 
cut and he’ll take it if he knows the 
country.” 

Ten minutes later Mr. 
half raised in his seat. 

“What’s that? Wait!” 

The old gentleman clambered out, 
went back four rods and picked up a 
small sand-colored box with metal 
bindings. 

“Put the gas to her,” urged Mr. 
Clutchbill, hurrying back. ‘“‘We’re on 
his heels. Look at that! It’s the box 
the Federal Reserve shipped the 
money in. I’d know one anywhere 

.. and look! Our address.” 

‘By jinks!”’ burst out Cal, punching 
the foot throttle to the floor boards. 

“Better tackle the bridge first,” 
ordered Mr. Clutchbill. ‘“‘He might 
try to rush it, toll house or no toll 
house.” 

Forty minutes more and they were 
at the bridge-head giving entrance to 
the great steel arch over the narrows 
of the lake. A bar closed the entrance 
at the toll house. 

From the tiny toll house a radio 
was droning in a monotone: 

“Calling all cars .. . calling all 


Clutchbill 


An entire thundercloud burst out of the old cannon muzzle 
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cars ... Ferndale bank robbed of 
$10,000 pale blue Ford coupe 

one bandit report all 
information to state police at state 
capitol . . . telephone 800.” 

A shiny visor, front of a blue cap 
and one eye peered around the corner 
of the toll house. 

Mr. Clutchbill ran his head out of 
the car window. “I’m Clutchbill of 


HILE the common tendency 
in many banks is to regard 


“ink as ink,” disastrous flood 
experiences in recent years have shown 
the importance of using ink of proven 
permanence for ledgers, pass books, 
letters and valuable documents. 

Formerly, bankers did not have to 
stop and think twice about pen- 
written records because everyone used 
what is known as iron-gall ink. This 
highly permanent fluid is chiefly 
derived from powdered gall-nut mixed 
with iron salts, and dyestuffs added 
for color. It will not fade or wash out. 

Nowadays, however, when there 
are numerous colors, shades and types 
of ink on the market, the banker is 
confronted with this very serious 
question: Does the ink I am using 
withstand the effects of light, of time, 
and of water in case of flood? 

Many of the inks now in common use 
are either of the “washable” variety 
or are compounded from an aniline 
dye base. Both are non-permanent, 
yet they are being used to sign valu- 
able records. 

The recent floods have made bankers 
somewhat more ink-conscious, and 
many a story has come from their 
experiences during trying days when 
papers were being dried and restored 
to some semblance of legibility. 

In several instances stock certificates 
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the Ferndale National. What do you 
say, mate? Seen anything of our 
bird?’’ 

The toll keeper peered farther 
around the corner and examined Mr. 
Clutchbill and Cal with unwinking 
eyes. He then stepped out, revealing 
a revolver lashed to his middle and a 
shotgun in one hand. 

“Nope ... the bandit ain’t tackled 





the bridge.” 

“‘He’s headed this way. 
the telephone?” 

Mr. Clutchbill hurried down and 
entered the toll house. 

“l’ve found the empty currency 
box,” he shouted the instant the state 
police department was on the wire. 
“Picked it up six miles west of the 
mountains. He ain’t gone (See page 34) 


Where’s 
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Wet contents of safe deposit boxes 
being ironed out after Ohio flood 


of large companies had to be returned 
to be re-signed in permanent ink. In 
the 1936 flood in Pittsburgh the entire 
bond issue of a New York bank had 
to be returned for re-signing. 

Many similar experiences were re- 
ported following the Ohio River flood 
in 1937. In one safe deposit vault in a 
Cincinnati branch bank was a will 
signed and witnessed in green ink. 
It was washed out entirely. Fortu- 
nately the maker and his witnesses 
were living and the will could be re- 
signed. In the next box was a will 
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written by hand and signed in iron- 
gall ink. When dried and smoothed 
out it was as perfect as the day it was 
written fourteen years before. It 
would have been a real tragedy had 
the maker used a “washable” ink. 
because now, at the age of ninety- 
three, he was mentally incapable o! 
making another will. 

Every banker should have at hand 
at least one bottle of ink that is 
impervious to water, heat and light: 
that has a good blue-black color; and 
is free-flowing, quick-drying and non- 
corrosive. This seems like a large 
order for one small bottle, but such 
ink is on the market and can be pur- 
chased for a small amount of money — 
infinitesimally small when compared 
with the loss that may be sustained 
through careless use of a writing fluid 
lacking these qualities. All the leading 
ink companies now label the type o! 
ink on the bottle, indicating whether 
it is washable or permanent. 

There are documents in banks upon 
which happiness and fortunes depend - 
valuable formulas, ledger entries repre- 
senting life savings, signatures on 
deeds, etc. Buildings can be restored. 
lines of communication can be re- 
established, money can be replaced. 
but precious records written in an ink 
that washes out often cannot be 
restored or replaced. 


Why Permanent Ink Is Important 


When a heavy flood inundated the Massa- 
chusetts bank shown at extreme left, it pro- 
vided a severe test for the ink-written records 
pictured below in the process of drying out 
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ROBERT S. PARKER ... Mr. Parker was recently unanimously 
elected president of the Federal Reserve Bank of Atlanta, succeeding the 
late Oscar Newton. A native Georgian, Mr. Parker has lived in Atlanta 
all his life. He was educated in the public schools there and at Emory 
University. He obtained his Bachelor of Law degree from the University 
of Georgia in 1907, and for nearly 30 years thereafter was active in the 
practice of law. For many years he served as general counsel of the 
Federal Reserve Bank, in 1935 he was also made vice-president of the bank, 
at which time he withdrew from one of the prominent law firmsin Atlanta. 


JOHN C. McHANNAN .... For many years a vice-president and 
director of the Central National Bank of Cleveland, Mr. McHannan has 
been named chairman of the board to succeed the late Corliss E. Sullivan. 
Mr. McHannan’s entire business life has been given to the Central National 
Bank. He joined the staff as messenger in 1892, two years after the 
bank was first opened. He has always been identified with many civic 
and philanthropic enterprises, being director and treasurer of the National 
Air Races, member of the Community Fund Council and the Cleveland 
Metropolitan Housing Authority, trustee of the Anti-Tuberculosis League, 
etc. He has likewise occupied positions of prominence in the banking 
circles of the city, state and nation. 





ROBERT S. PARKER 


THE MEXICO BANKERS ASSOCIATION .. . Just as in this 
country, our southern neighboring republic, Mexico, has a national associ- 
ation devoted to the interests of banks and other credit organizations. The 
Mexico Bankers Association was created in 1928, and at first was limited 
to being an organization disseminating specialized publications, and a 
more or less spontaneous representative of member banks before the Federal 
Government on pertinent matters. The association was completely 
reorganized in 1937 more directly to represent the seventy member banks 
in developments affecting their interests. Each year, in March, the 
association holds an annual convention at which problems are discussed 
and solutions proposed. 

Officers who have been elected to serve until 1940 are: Honorary 
President Luis Montes de Oca, managing director of the Bank of Mexico, 
who has made a careful study of the American Federal Reserve System at 
the Federal Reserve Bank in New York City; active president, Mario 
Dominguez, manager of the General Capitalization Bank and also president 
of the Instituto Mexicanos de Actuarios; vice-president, Salvador Ugarte, 
managing director and chairman of the board of the Bank of Commerce 
which he founded in 1932. Licenciado Carlos Novoa is executive manager 
of the association and its general representative. 





JOHN C. McHANNAN, 


The Mexico Bankers Association is under the leadership of the officers shown below 


LUIS MONTES DE OCA MARIO DOMINGUEZ SALVADOR UGARTE 
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. CANADIAN BANKING 
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By JAMES MONTAGNES 


$3,000,000 in Unclaimed 
Deposits 


Nearly $3,000,000 were reported un- 
claimed by depositors of Canadian 
banks at the end of 1938, according to 
official returns made by the banks to 
the Canadian Government. Oldest 
unclaimed account is for $10 deposited 
by J. Armour with the Bank of 
Montreal in that city on September 26, 
1819. No one has claimed the money. 
It is still on the bank’s books. The 
next oldest is a deposit of $72 made by 
John Blair on February 13, 1826, with 
the Bank of Montreal. There have 
been no claimants. 

Unclaimed deposits after five years 
are transferred from the branches to 
the head offices of the various 
Canadian banks, and are annually 
reported to the Department of Finance. 
When a claimant appears for an old 
account, the bank pays the deposit 
plus accrued interest. 


J . 7 


New $3,000,000 Bank 
Building 


The erection of a_ sixteen-story 
Ontario head office by the Bank of 
Montreal at Toronto will start early 
this summer, to be ready for occupa- 
tion by the summer of 1940. The 
building will cost about $3,000,000 and 
will be the largest banking structure 
built in Canada in recent years. The 
building will house all departments 
of the Bank of Montreal which deal 
with the bank’s business in Ontario, 
Canada’s most populous province. 
Head office of the bank is in Montreal, 
and the new regional headquarters 
will handle the work of the bank’s 
largest division, the Ontario business. 
W. T. Aikin MacFadyen, superin- 
tendent of the Ontario branches of the 
Bank of Montreal, will have his office 
in the new building. 

The bank will occupy three of the 
sixteen stories, renting the balance. 
The ground floor and second floor will 
occupy the entire site of the building, 
94 feet on King Street and 152 feet on 
Bay Street. There will be a setback 
20 feet above the second floor, and the 
building is so designed that all offices 
will have daylight. 

The King Street entrance (in the 
drawing the entrance with the two 
columns) will lead into the main bank- 
ing room through a lobby with a stair- 
way to the security vaults in the 
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Architect’s drawing of 16-story Ontario head office to be built by the 


Bank of Montreal at Toronto. 


W. T. Aikin MacFadyen, left, super- 


intendent of the bank's Ontario branches, will make it his headquarters 


basement and sub-basement, and an 
elevator serving the two basements 
and three floors above the street 
occupied by the bank. The chief 
feature of the main banking room is 
an imposing colonnade of dark marble 
columns stretching the full length of 
the room, about 130 feet, separating 
the public portion and those members 
of the bank’s staff in contact with the 
public from the general working space. 
The main banking room is somewhat 
similar to that of the head office at 
Montreal, considered one of the most 
impressive and outstanding banking 
rooms in the world. The lighting will 
be indirect through spotlights. 

The Bay Street entrance (in the 
drawing with flags over doorway) 
leads to an elevator lobby with four 
high-speed elevators serving the rented 
upper floors of the building. The 
elevator lobby leads also to the 
banking room. 

The building will be air conditioned 
and acoustically treated throughout. 
It has been designed in a classical 
style. The exterior will be stone and 
granite. Chapman & Oxley of Toronto 
are the architects with K. R. Blather- 
wick and H. S. Maxwell of Montreal 
as associates. 

It is of interest to note that the four 
corners of King and Bay Streets are 
owned by banks. The Imperial Bank 
of Canada has its head office on the 
southeast corner; the Bank of Toronto 


head office is on the southwest corner: 
the new Bank of Montreal Ontario 
head office goes up on the northwest 
corner; and the Bank of Nova Scotia 
plans to build its new head office some- 
time in the future on the northeast 


corner. 
° ° ° 


Change in Interest 
Calculation 


Quarterly minimum balances will be 
used as from March 1, 1939. to caleu- 
late interest (at present 11% per cent) 
on savings deposits in Canadian banks, 
according to an announcement posted 
in all banks across the Dominion. No 
special legislation was needed to make 
this change from the former monthly 
minimum balance used for interest 
calculations, the change being allowed 
under the Bank Act. Bank officials 
state that a saving in accounting costs 
is chief reason for the change. Interest 
will continue to be paid twice a year. 


° ° ° 


Bank Operates Own 
Print Shop 


To print more than 400 various 
forms needed annually in the general 
banking business of The Bank ol 
Nova Scotia, with its 300 branches in 
Canada. the United States, West 
Indies, Newfoundland and London. 
England, the bank has (See page 40 
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BRANDT Coin Sorters and 
Counters Used by One Concern 














A Tremendous Endorsement! 
Used by Many Banks 


In May, 1934, a concern with retail stores 
throughout the country installed its first 
Brandt Coin Sorter and Counter. Since then 
this organization has from time to time 
purchased additional machines till now 
there are 101 in use. Twenty-nine have 
been installed since December 1, 1938. 


That’s a tremendous endorsement! We 
cite this concern because it is the biggest 
user of Brandt Coin Sorters and Counters. 
The fact that it has purchased additional 
machines continuously over a period of five 
years clearly shows the excellent service 
rendered by this equipment and the con- 
fidence this concern has in it. 


Speedy. Accurate. Durable 


The Brandt Sorter and Counter sorts and 
counts coins with absolute accuracy approxi- 
mately eight times as fast as can be done by 
hand. Thus the time saved by this machine 
makes it a real investment in every sense of 
that word. Because of its compactness it 
can be moved about readily and used in 
various departments of banks—its durable 
construction assures a long period of service. 








Used by Many Banks BRANDT COIN SORTER AND COUNTER 
Many banks use the Brandt Coin Sorter Boats Coin Sorters and Counters can be supplied with 
se x gging attachments so coins can be sorted and counted 
and Counter—others are rapidly following directly into coin bags. Steel stands are also available. 


their lead. As the first step toward a reduc- se « 
tion in the cost of sorting and counting 
coins in your bank, send in the coupon below. OTHER BRANDT PRODUCTS: 


Brandt Coin Counters and Packagers 
N.B.—With the Brandt Coin Sorter and Counter 


many banks have installed either a hand or Brandt Automatic Cashiers 
motor driven Brandt Coin Counter and (Coin changing and paying machines) 
Packager. This makes an ideal installation for Coin Wrappers and Bill Straps 


the sorting, counting and packaging of coins. 


Coin Storage Trays 
MAIL THIS COUPON TODAY 


1 
BRANDT AUTOMATIC CASHIER COMPANY....Watertown 


, Wisconsin 
BRANDT AUTOMATIC CASHIER CO., Watertown, Wis. 
Without cost or obligation please send information regarding the following BRANDT products : 
() Brandt Automatic Cashiers (] Brandt Coin Sorting and Counting Machines 


(] Brandt Coin Counting and Packaging Machines (] Coin Storage Trays 
[] Coin Wrappers and Bill Straps 


Name............ Ma Meee ree ; Send Attention of 








Street Address BOE Ee ee ee Ka City 


State 
B. April 
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Use a.. 





MLULTIPOST 
ENVELOPE 
SEALER 


Hand or Motor Operated, and 





Save Time at the close of day 


when minutes count. 


Our SEALERS are the result of 
25 years experience ! 
—Automatic Feed 
—Positive Separation 
—Perfect Moistening 


regardless of length of envelope, or 
width of flap. 


3 MODELS — ? Bani, Overated. 


1 Motor. 


We ALSO Manufacture.... 


3 Models LETTER OPENERS 
2 Hand Operated; 1 Motor 


4 Models 
MULTIPOST STAMP AFFIXERS 


MULTIPLE-MULTIPOST 


for various denominations of stamps 





TRY ANY UNIT FREE .. 
No obligation. Write for booklet 


MULTIPOST COMPANY 


62 Center Park, ROCHESTER, NEW YORK 
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Booklets listed below are offered without charge or obligation to 


bank officers and other executives. 
bank or company’s letterhead, to The Editor, 


Address your requests, on your 
The Burroughs 


Clearing House, Second Blvd. and Burroughs Ave., Detroit, Michigan 


New Booklets 


THINGS TO KNOW ABOUT BUYING 
OR BUILDING A HOME ... . Condensed 
in this 40-page booklet are virtually all the 
major elements to be considered by the 
prospective borrower in working out a sound, 
orderly program for acquiring a home. A 
constructive piece of promotion that should 
be of wide interest to lending institutions. 
It is produced by the American Trust Com- 
pany, San Francisco, based on material 
originally compiled by the Security-First 
National Bank of Los Angeles. 


BANK QUESTIONNAIRE MANUAL ... 
This manual was prepared by a leading 
surety company as part of its loss prevention 
service. It is a clearing house of ideas for 
loss prevention in connection with fidelity, 
robbery and forgery hazards. A series of 
questions pertaining to methods of bank 
operation will enable individual banks to 
analyze their own methods with a view toward 
eliminating common sources of loss. 53 pages. 


12 BEST BUSINESS FORMS ... A busi- 
ness stationery concern submitted thousands 
of forms printed for its customers to an office 
management association, asking them to 
select the twelve best. These are here 
reproduced in full color, to illustrate how 
business forms can do a selling job as well as 
record transactions. 


SECURITY FOR HOME AND LOAN ... 
This booklet, designed especially for loan 
officers and technical staffs of financial 
institutions, contains helpful information on 
lumber and its use in home construction. A 
sample specification form lists important 
details as to proper species, grades and sizes 
of lumber to be used in ordinary residential 
construction. 18 pages. 


WHY LEVEL PREMIUM LIFE INSUR- 
ANCE? ... This 27-page booklet published 
by the National Association of Life Under- 
writers reviews the fundamental principles of 
insurance and reveals the fallacy involved in 
substituting renewable term insurance for 
level premium life insurance. Especially 
timely in view of current arguments in favor 
of term insurance. 


Booklets Still Available 


INSTALLMENT LOANS ... Reprint of an 
address by Emerson Boyd, president of the 
Second National Bank, Warren, Ohio, which 
has attracted much attention. Mr. Boyd 
describes his bank’s experience during the 
past eight years in the installment loan field. 
An extremely interesting testimonial on the 


profitability of soundly administered con- 
sumer credit financing by banks. 


PROBLEMS OF STAMP PILFERAGE 
AND POSTAGE CONTROL... This new 
brochure reveals the results of an independent 
survey made among ten thousand executives 
in many types of business, with a response of 
44.61 per cent. The survey discloses how 
thousands of business and financial institu- 
tions have centralized mailing and postage 
control with savings in postage expense rang- 
ing from 12 per cent to 52 per cent. 


FACTS AND FALLACIES CONCERNING 
THE ANALYSIS OF INSURANCE COM.- 
PANY STATEMENTS .. . An impartial 
authority of forty years experience points out 
misleading and dangerous procedures often 
followed, and reveals importance of being 
able to read and properly understand insur- 
ance company statements. 48 pages. 


SAFETY NUMBERING ... This pamphlet 
describes advantages of consecutive or “‘key”’ 
numbering of bank checks prior to their 
issuance to depositors. These printed safety 
numbers establish the identify of the cus- 
tomer to whom the checks were originally 
given, should question arise when they are 
presented for payment. The plan is designed 
to virtually eliminate ‘“‘No Account’”’ checks. 


A NEW WAY OF BUYING INSURANCE 

. Inefficiency, lack of economy and out- 
right danger in just ‘“‘taking out policies’’ are 
revealed in this intelligent approach to the 
problem of insurance buying. Advantages of 
carefully-planned protection with proper re- 
gard for potential sources of loss are explained. 


ARE YOU ASKING THESE QUESTIONS 
ABOUT YOUR BUSINESS? .. . This book- 
let, prepared by a prominent firm of manage- 
ment engineers, lists some of the perplexing 
problems confronting business organization, 
and describes what its experts can do in im- 
proving methods, policies and profits. 


ROTARY RECORD SYSTEMS ... A 
twelve-page sales folder presenting new rotary 
file equipment which in effect combines several 
box files on a single wheel. This wheel will 
accommodate from 1,000 to 25,000 card 
records, and is removable in segments. 
Illustrated are actual bank installations in 
teller cage, bookkeeping department, etc. 


STOCK REPORTS FOR TRUST 
OFFICERS... An impartial financial service 
has compiled a thousand individual reports on 
preferred and common stocks of leading listed 
companies. Samples of any six companies 
listed on the New York Stock Exchange wil! 
be sent with the compliments of the publisher. 
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What About Profits? 


(From page 9) Of personal and con- 
sumers credit, including such a variety 
of comparative newcomers to com- 
mercial banking practice as _per- 
sonal loan departments, automobile 
and other installment loan depart- 
ments. Finally, he will explore the 
possibilities of what might be termed 
specialty loaning, the development of 
highly specialized fields which might 
repay cultivation the more richly 
because of neglect by so many banks. 
As good an example as comes to mind 
is the specializing in commodity loans 
made on field or permanent warehouse 
receipts. Another example is the dis- 
counting of tractor and other heavy 
farm machinery paper for dealers, 
manufacturers, and local customers. 

2. Intelligent investment policies 
and programs. The possibilities of 
improvement in the average bank’s 
handling of investments are consider- 
able, most students of banking agree. 
Ernest S. Woolley, of the bank man- 
agement division of George S. May 
Company, points out that in the past 
twenty years total net charge-offs of 
United States banks aggregated 89 per 
cent of the total salaries paid to all 
bank officers and employees. Of these 
losses, 60 per cent was applicable to 
loans, only 39 per cent to investments. 
However, during most of these twenty 
years loans held far greater proportion- 
ate importance among bank assets 
than did investments, while today the 
trend is toward greater importance for 
investments. It is therefore clear that 
effective attention to investment pro- 
grams and policies offers a greater 
opportunity for increasing the net 
profit figures. 

3. Control of costs. The first step 
in steering an institution’s course to 
reach a satisfactory profit is to know 
the facts by which to steer. This 
includes breaking down the bank’s 
figures so that an attainable goal may 
be set, then going about developing 
policies and plans and methods devised 
for this purpose. Experiences of banks 
which have attached the profits prob- 
lem from this direction indicate that 
it is one of the most promising ap- 
proaches. 

{. Adequate service charges. De- 
spite the years of agitation for fair 
and adequate service charge schedules, 
and despite the very large proportion 
of all United States banks that have 
adopted some method of charging the 
customer for services rendered, most 
€xperts agree that the surface has been 
no more than scratched. The experi- 
ence of banks that have really gone 
at the task comprehensively tends to 
corroborate this opinion. Proper serv- 
ice charges are completely defensible 
to the customer and produce net 





YOU will increase the pleasure of 
your visit to the New York World’s 
Fair, 1939, if you will devote a little 
time for a trip through some of 
the beautiful and historic sections 
of New York State. 

For sheer variety of interesting 
sights, many people have found 
New York one of the most exciting 
states in the Union. From the day 
Hendrick Hudson discovered New 
York harbor in 1609, some of the 
most important pages of our his- 
tory have been written in the 
Empire State. Many parts still 
bear landmarks of the French and 
Indian wars. Much of the Revolu- 


tion was fought here. The War of 


2 





1812 centered about the Niagara 
Frontier. 

It is a state rich in natural wonders. 
too. With Niagara Falls and beau- 
tiful Lake Erie at the western gate- 
way to the state, the lovely Thou- 
sand Islands. the Hudson with its 
grim, gray Palisades, the Finger 
Lakes region, the Adirondacks in 
the north, there are things to see 
to suit everyone’s taste. 

The Marine Trust Company and 
the Marine Midland banks that 
serve so large a part of this great 
state. bid you a cordial welcome. 
The staffs of these banks will do 
everything possible to make your 


trip a pleasant one. 


MARINE TRUST COMPANY 
OF BUFFALO 


A Marine Midland Bank 


MEMBER FEDERAL DEPOSIT 


In writing to advertisers please mention The Burroughs Clearing House 


INSURANCE CORPORATION 
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4 How to 

" INCREASE 

YOUR BANK’S 
NET PROFIT 


Your bookkeeping and ac- 

counting machines may be the 

' last word in efficiency. But 

/ what about your forms? Are 
they as modern as your office 
machines? If you want to in- 
crease net profit use Rediform 
Continuous Interleaved Forms 
with their one-time carbons. 
Check up on their peneeee. 


FREE! New bulle- » ee 
tin BC-590 shows \O74 corms 
howRediform Bus- | 

iness Forms and 
Approved Methods 
can benefit you. 
Write nearest ad- 
dress below. 


Rediform 
BUSINESS FORMS 
AMERICAN SALES BOOK CoO.,INC. 





























Pacific \ ponitaldin me Book Co. Inc., Emeryville, Ca). 
Cosby-Wirth Manifold Book Go., Minneapolis Minn. 
Burt Business Forms, Limited, Toronto, Ontario. 


When 
Bankers 
Come to 


Boston 


. it is only natural that they should 
prefer the Parker House, for this famous 
hostelry provides them not only with 
comfortable accommodations and good 
food, but also with an excellent address 
and utmost convenience to those finan- 
cial institutions with which most of 
their business is transacted. 





The smooth, efficient service of the 
Parker House meets their exacting de- 
mands; and the distinguished atmos- 
phere heightens their sense of well-being. 


Single rooms with private bath, shower, 
circulating ice-water and radio from $3.50 


Glenwood J. Sherrard ‘> | ¥ 
President & Managing Director NE bf | { 
(y + y\ 








cHouse. 
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revenue that may 
into black. 

5. Control of miscellaneous depart- 
ments, such as trust, bond, safe deposit, 
etc. Bank analysts agree that most 
of the miscellaneous departments of a 
bank are likely to show substantial 
losses when costs are properly allo- 
cated to them, although there are 
shining exceptions. Likewise, it is 
commonly held that most of these 
losses are unnecessary. and can either 
be reduced or turned into net profits 
by realistic treatment. Therefore, the 
miscellaneous departments offer better 
than average opportunities. 


convert red ink 


This article has endeavored merely 
to sketch the broad problem of bank 
earnings and to indicate the genera| 
approaches to working out the answers. 
The two succeeding articles will at- 
tempt to show what banks are doing 
along these lines, to indicate what can 
be done about profits and to point out 
the natural limitations. The bank 
experiences covered by these articles, 
and the research studies cited in them, 
apply to small banks as well as large, 
to country banks as well as city banks. 
It is hoped that they may be equally 
serviceable to all banks, whatever 
their size or location. 


New York’s Bank Investment Course 


(From page 18) take a serious one. There- 
fore, unless you have arrived at the 
point where you are sure of your 
own position, it is wise to obtain the 
best advice you can get. Pick, say 
five sources of information. Lay the 
list of your bonds before each of 
these sources, ask their estimates of 
a fair selling price on each bond. Take 
the five prices for each bond and 
average them. Then put in a selling 
order based on these estimates. 

In general, hold to the prices you 
arrive at by averaging the judgment 
of five good men, and particularly 
don’t try to add an extra half above 
what they think the bond is worth. 
You may get it once in a while, but 
the practice is likely to cost you 
more than it makes you in the long 
run. Mloreover. don’t expect that 
putting in selling prices arrived at in 
this way will get rid of all your bad 
bonds. The fact is, you will be lucky 
if it gets rid of 60 per cent of them. 
But the right timing on 60 per cent 
of your poorer issues is far better than 
not to have considered the matter of 
timing at all. Anyhow you can’t 
manage a bond portfolio successfully 
if you go after hurry-up results. 

Say you get rid of 60 per cent of 
your unwanted issues over a period 
of four months, and at no great losses. 
You can afford then, if necessary, to 
take some losses on the remaining 
40 per cent and still not be too hard 
hit. Possibly it won’t be necessary. 
Go back to your sources of information 
again. Go back to your city corre- 
spondent. ‘Tell them you still want 
to sell these bonds; get their suggested 
prices again and their advice. This 
time you will work off a few more. 
If eventually you find yourself bur- 
dened with some undesirable bonds 
that just can’t be sold at the prices 
specified, it is perhaps time to put in 
a sell order without a floor under it. 
But the right kind of management will 
prevent your having to take too severe 
a loss on the average. 


Talk 14 is “How to Analyze and 
Study the Money Market.”  <Aqd- 
mittedly, most of us simply lack the 
economic background and the time 
to understand the money market. If 
someone talks about desterilizing gold, 
or Britain’s equalization fund, gold 
profit, or the effect of any other 
movement far removed from the day- 
by-day operations of our banks, we 
give up because we do not know how 
to understand it. At the bond port- 
folio course the lecturers are using a 
method for simplifying this concept, 
a method that has been tried success- 
fully at the Graduate School of Bank- 
ing. 


Y this method, the teacher says in 

effect, ‘Here, we are going to put an 
imaginary fence around the money 
market. Inside this fence, are four 
squares. At the top is the United 
States Treasury, and it has a balance 
sheet consisting of assets and liabili- 
ties. The second square consists of 
the twelve Federal Reserve banks. 
which for convenience we represent 
as one unit; it also has assets and 
liabilities. The third square is the 
only bank in the country; actually it 
is all of the banks in the United States. 
but we think of it more easily if we 
set it up as ~ one. The fourth 
square is Mr. A, and he is, in his single 
person, all of ‘the depositors in the 
country, institutional, corporate, 
fiduciary, personal, and all the rest. 


Thus, inside our imaginary fence. 
are the four units in the money 
market: the United States Treasury: 


the Federal Reserve banks; banks: 
depositors. Any financial transaction 
inside the country can be represented 
by a debit and a credit in two or more 
of these units. Mr. A buys a govern- 
ment bond from the Treasury. We 
debit his cash in bank $1,000, credit 
his securities owned. Mr. A’s check 
is presented to the bank, which there- 
upon reduces its liabilities by $1,000 
and reduces its assets $1,000 in paying 
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the $1,000 to the Federal Reserve 
Bank. The latter thereby increases 
its assels by the $1,000 it receives, and 
increases its liabilities similarly by 
placing this sum to the credit of the 
United States Treasury. As for the 
‘Treasury, when it sold the bond it 
thereby increased its liabilities by 
$1,000, but also it increased its assets 
$1,000 by what Mr. A paid for the 
bond. 

Any financial transaction inside the 
United States sets up a chain of credits 
and debits of this sort. We can trace 
any transaction in this same way. If 
it is a transaction from a_ foreign 
country, it comes in over the fence, 
and once we know where it goes we 
follow it through in the same way. No 
matter how complex a_ transaction 
seems, it is still traceable by double 
entry bookkeeping through these four 
principal units of finance in our coun- 
try. And when you think of it in this 
way, the transaction is no more 
difficult to measure in its effects than 
some local transaction in your bank. 

The fourteenth talk is, of course, 
merely an approach to the 
market. 


with 
After a well- 


the double-entry bookkeeping 
which we are all familiar. 


known economist has had a class of | 
)ankers through an hour or so of these 


gymnastics, none of them will ever 
again dismiss the money 


standing. Rather, he will 
understand those facts that reach his 


ultention, and will be a better judge |f 


of investments evermore. 


“TALK 15 is “How to Analyze and 

Study the Bond Market.” The 
discussion at this session will be con- 
ducted along lines that will help the 
banker understand the effects of busi- 
ness stagnation and business improve- 
ment on different classes of bonds. 
The talk will be supplemented by 
mathematical tables showing how 
bonds behave in respect to various 
market factors. These will give the 
banker a number of elementary rules 
of bond behavior that he may or may 
not have ever considered. For ex- 
ample: when the bond market is higa 
itis the right time to go into high grade 
issues. This principle may be easily 
backed up by any set of market prices 
subdivided by qualities over a period 
ol years. Whenever, as now, interest 
rates are low and bond prices are 
therefore high, prices of low quality 


bonds approach much closer, both in | 


percentages and dollars, to the prices 
of top quality bonds than they ever 
do at any other time. When the bond 
market drops, low grade bonds fall 
proportionately further than 


money | 
But it brings the up-in-the- | 
air transactions right down to earth | 
where we can follow them in terms of | 
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market as | 
something too complex for his under- | 
thereafter | 


HOUSE 


x HE OTHER DAY I had occasion to 

go over some of our ’37 records. It 
gave me a real shock to see how messy they 
were, especially where a correction had 
been made. On some sheets the figures were 
hardly readable. Worse still, the paper was 
already wrinkled and dog-eared—after just 
two years. I wondered how our records 
would look in ten. 


“Next day I ran across an ad for Hammer- 
mill Ledger which offered a solution. I 
clipped the coupon and mailed it. Back 
came a Working Kit with a collection of 
forms on Hammermill Ledger. I turned 
them over to my assistant. ‘Try this paper 
out,’ I told him. ‘Hand writing, typing, 
erasing, rewriting, folding—give it a real 
test!’ He did . . . and showed me it was 


LOOK FOR THIS = 


WATERMARK : Ni BRI 


* LEDGER © 


of Hammermill P 
I 
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better in every way than the paper we’d 
been using. That sounded good to me, so I 
talked price with our printer. His quotation 
sounded good, too. 


“But what really convinced me was a 
folder that came with the Working Kit— 
‘The Endurance of Hammermill Papers.’ 
This folder was printed on Hammermill 
Ledger in 1929. Ten years ago—but it was 
still as crisp and clean as the records we 
wrote last fall. 


‘‘We’re standardized on Hammermill 
Ledger now. Our records are neat, clean, 
accurate. And in 1949 they’ll still be that 
way. To my way of thinking that’s quite 
a handsome return on an investment of 3¢ 
for a stamp to mail a coupon.” 

HERE’S THAT COUPON ...CLIP IT NOW! 


rmill Paper Co., Erie, Pa. 

I’m no Coupon Clipper, but Vu 

i: make this exception. Send ge 
mermill Ledger Working Kit, 
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if an investor has some undesirable 
bonds to switch over into desirable 
issues, that he does so at a time like 
the present. From the standpoint of 
the banker with a.portfolio that needs 
weeding out, there could be no more 
heartening knowledge. 

Talk 16, “‘How to Make Banking A 
Profession,” resembles Talk 1 in being 
non-technical. The intermediate four- 
teen are all concerned with the techni- 
calities inherent in successful operation 
of a bank’s bond portfolio. The last 
one is intended to help the bankers 
assemble the knowledge they have 
gained during the four months, so 
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that they can put it to dollars-and- 
cents use in their own institutions. 

As this article is being written, there 
are necessarily many changes that 
may be made in the material and 
subject matter that will be discussed 
at the meetings. Nevertheless, those 
of us closest to the program are 
confident that it will prove a con- 
structive and practical effort along 
lines of improving the quality of bond 
investments by banks. As Adrian 
Massie, Chairman of the Bond Port- 
folio Committee explained at the open- 
ing of the course, “‘It is our considered 
opinion that if the banks of this state 
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could be brought to agree with and 
to follow the methods we will outline, 
they would be stronger, more efficient 
and more profitable; the banking 
authorities could do a more efficient 
and less costly job of supervising; and 
the investment counselors of the banks 
could really come into their own and 
render a better service than they ever 
have been able to render before.” 
The more benefit it may bring, and 
the more widely this may be spread 
across the United States, the better 
satisfied we all shall be. 


Cycling Checking 
Account Statements 


(From page 12) Of another policy that 
we follow. We divide all personal 
accounts into three classes by aver- 
age balances. Every account with 
average balance of $500 or more 
receives a statement every month. 
Accounts between $300 and $500 
receive statements every other month 
if total activity during the month falls 
below a total of 5 deposits and checks. 
Accounts of less than $300 receive 
statements every month if total ac- 
tivity warrants a service charge; if 
there is no activity and a small bal- 
ance we wait for some activity before 
sending out a statement. Therefore, 
in January of 1939 we sent out only 
5,710 statements, although we had 
5,970 accounts on our books. 


HE addressing machine plates are 

filed in drawers according to the 
statement routine. Business accounts 
fill several drawers. Next come a 
couple of drawers for specials, that is, 
accounts requiring statements as of a 
particular date each month. The plate 
impression in the plate of a special 
carries the rubber-stamped statement 
date, and these are arranged alpha- 
betically under the required statement 
date. The rest of our accounts, 
namely individual accounts not requir- 
ing special treatment, are filed alpha- 
betically. Specials are cross-indexed 
in a small card file for ease of finding. 
The way it works out in practice is 
that someone looking for an address 
plate and not knowing it is a special, 
looks either in business or individual, 
as indicated by the name. If it is 
not in place, he looks in the card 
index, learns it is an 18th-of-the- 
month account, so promptly finds it 
among the specials. 

Many of our personal account cus- 
tomers call for their statements. The 
rest are mailed. Mail statements have 
their addressing plates flagged. When 
the bookkeeper is heading up her new 
month’s sheets on the addressing ma- 
chine, if she sees a flag she presses the 











Apri 


rept 
alsa 
one 
run 
add 
Du 
wh 
har 
the 
sta 
the 
dat 
are 


mc 
de} 
chi 
tio 
th 
tin 
on 
ar 
fo 
sé) 





9 


t 
t 
d 
d 


r 


d 


it 


fi 


h 


0 


ce aw 
- v 





April, 19839—-THE BURROUGHS CLEARING HOUSE 


repeat key and addresses an envelope 
also. For the end-of-the-month job, 
one clerk is in actual charge and 
runs off the new statement sheets and 
addresses the envelopes for this peak. 
During the following twelve days 
while individual accounts are being 
handled, the bookkeeper in charge of 
the day’s accounts runs off her own 
statements and mailing envelopes on 
the mailing machine, probably three 
days ahead of time to be sure they 
are ready. 

During the latter days of each 
month, as we find time in this operating 
department, the clerks go into the 
check files, rubber-band the accumula- 
tion for each account and pencil on 
the number of vouchers. Then, at the 
time when the final item has been filed 
on the statement day, the later vouchers 
are added to the sheaf and the vouchers 
for statements to be mailed are in- 
serted in the envelopes. When the 
statements are completed and the 
number of vouchers marked thereon, 
one look tells whether the two counts 
agree. 

It is probable that, if we really set 
about it, we could whittle down the 
end-of-the-month peak still lower, 
but we have never wished to ask our 
truly corporate customers to change 
from the accepted custom. However, 
our peak is now low enough so that it 
can be handled by the employees who 
work with items and ledgers all day 
long. And during the next twelve 
days, the work is actually done by the 
people who work with these accounts 
every day. This is the real advantage, 
that we get them out accurately and 
quickly with experienced help, rather 
than having to call in others whose 
usual labors do not equip them for 
this task. 


3—An Unnamed New York 
City Bank 


NE New York bank has for a 
good many years had a policy of 
spreading the customers’ state- 

ment peak as broadly as_ possible 
across the month so that it may be 
handled without overtime or a special 
sprint. Officers at the head office and 
branch managers have been frequently 
reminded that the peak can be avoided 
entirely if only they will work out 
arrangements with customers to take 
their statements at off-peak times. 
Ideally, each customer on opening 
an account is asked whether he has 
any particular preference as to when 
his statement shall be made up and 
mailed to him. As part of the ques- 
tion, the officer or branch manager 
points out the desirability to the bank 
o! supplying statements as of any 
other date rather than the end of the 
month. And if, as usually happens,, 


the customer is agreeable to any date 
that suits the bank, the man opening 
the account is supposed to suggest 
that date on which the load is lightest. 

This is the ideal situation. Actually, 
because many of the officers and 
branch managers have considered this 
a mild preference of the operating 
department rather than something 
really important, there has been a 
tendency for a good many more state- 
ments to pile up for the month-end 
than for any other time. 

Recently the bank has corrected 
this impression among its official staff. 
With the enactment of the wages and 
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hours law, the bank is paying over- 
time to every employee who falls in 
this classification. It has become 
correspondingly important to get away 
from the month-end statement peak 
and consequent overtime. 

Branch managers and officers in 
charge of accounts have, therefore, all 
been urged to take active steps to 
correct the situation. They have been 
instructed that in every instance 
when a new account is opened the 
statement time shall be an essential 
part of the routine. And branch man- 
agers have been urged to take up this 
question with each customer who now 
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has month-end statements. For the 
most part, they are doing this by talk- 
ing with customers as they come into 
the branches. 


A’ a few branches the bank has 
*“ tried a more direct approach. The 
manager goes over the lists of cus- 
tomers, does his best to appraise those 
which need their statements as of the 
last business day of the month. The 
rest of the customers who are now on 
this month-end schedule are arbitrarily 
assigned to other dates. Then, when 
a customer’s assigned date rolls around 
—let’s assume it is the 8&th—he 
receives his statement and a printed 
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notification with the date filled in. 
This notification is: 

“In order to more evenly distribute 
the work ordinarily done on the last 
day of the month, we are taking the 
liberty of making up your statement 
as of the close of business the 8th day 
of each month. If this change does 
not meet with vour approval we trust 
that you will advise us of your wishes.” 

Officers of the bank report that a 
very small fraction of all customers 
receiving this notice have even men- 
tioned it. Personal accounts, for 
example, may ordinarily be just as 
conveniently served by receiving their 
statements on any day of the month — 
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they are not tied in to any formal 
bookkeeping on the customer’s part. 
Most small businesses and many large 
firms find it just as handy to get their 
statements and canceled checks at 
other times, in fact a few have re- 
marked that since the first of the 
month in their own routines pretty 
nearly swamps their accounting depart- 
ments, they customarily postpone 
reconciling their bank balances until! 
their own peaks have passed. These 
firms are for the most part delighted to 
receive their statements and vouchers 
as of these later dates, so that when 
they are reconciled they are complete 
right up to the date of reconcilement. 

This bank is now working on stil! 
another idea to lessen the statement 
load. Comparatively inactive per- 
sonal accounts are being contacted as 
opportunity offers. Such customers 
are asked, without any atlempl to 
sell them the idea, whether they 
would not find it just as satisfactory 
and perhaps a good deal less work i! 
their statements and vouchers should 
be sent them quarterly instead of 
monthly. An encouragingly large 
proportion of these requests eventuate 
in the customer’s enthusiastic agree- 
ment. It means, of course, only one- 
third as much statement work on these 
accounts. And since such an account 
ordinarily has so small an activity 
that one statement sheet is large 
enough to accommodate three months’ 
items, it cuts down the number of 
forms used, with the attendant expense 
of heading up and transferring balances 
at statement time. 


Banking as Viewed 
from Washington 


(From page 15) if the plan becomes 
nation wide, that grocers, both 
wholesale and retail, will want to 
include this scrip with their regular 
deposits at local banks. Officials in 
charge of the plan have not decided 
whether banks would be asked or 
permitted to handle this scrip, and ii 
so whether they would be given a 
discount or a service charge to coni- 
pensate them for the necessary work 
of cashing and handling the scrip. 


Studying Provisions 
of Wage-Hour Law 





Prospects for exempting bank tellers 
and other “white-collar” workers from 
the Federal Wage and Hour Law are 
not bright at present. Because ©! 
complaints from all parts of the 
country, this subject has been given 
considerable study by Elmer F. 








April, 1939 -THE BURROUGHS CLEARING HOUSE 


Andrews, Administrator of Wages and 
Ilours, and several bills have been 
introduced in Congress, but as vet 
{here is no very strong pressure for 
aclion. 

Mr. Andrews originally intended to 
call a general public hearing on the 
question of hours of office employees 
and particularly newspaper reporters 
with the thought that he might be 
able to amend his definition of execu- 
live and administrative employees. 
who are exempted by the law, in such 
a way as to include employees receiv- 
ing more than a certain amount per 
month and hired on an annual basis. 
After extended study of this subject. 
however, he decided that the problem 
is beyond the scope of his executive 
authority and that such exemption 
can be provided only by Congress 
through an amendment to the law. 

\ number of bills have been intro- 
duced on this subject. a typical one 
exempting from both the wages and 
hours provision of the law “clerical 
employees, such as bookkeepers, audi- 
tors, statisticians and all other office 
help, or writers and reporters. all of 
whom are employed on an annual 
salary of $1,200 or more. with paid 
annual vacations. with no deductions 
lor reasonable sick leave.” 


Proposals on 
Loans to Business 





Proposals to create new Federal 
machinery to make intermediate term 
loans to business concerns continue to 
receive interest in Congress. and a 
number of bills have been introduced. 
Three different proposals are embodied 
in the bills. One plan is to establish 
a new system of investment banks; 
under another plan commercial banks 
would be authorized to create sub- 
sidiary or affiliated institutions; the 
third idea is to have the Reconstruc- 
tion Finance Corporation insure busi- 
ness loans of commercial banks. 

The investment bank idea is em- 
bodied in a bill introduced by Senator 
Claude Pepper of Florida. Another 
bill would establish a Federal system 
of regional industrial banks, not to 
exceed twelve in number, governed by 
« board appointed by the President 
and financed by the sale of stock to 
the Treasury of the United States and 
lo the general public. These regional 
banks would have authority, either 
directly or through branch agencies, 
to make loans and purchase securities 
in order to furnish capital and credit 
lacilities, but they would not have 
authority to do a deposit or general 
banking business. The Secretary of 
the Treasury would be authorized to 
insure debentures issued by regional 
industrial banks. 


This regional banking idea has been | 


amplified in a bill sponsored by the 
American Federation of Little Business 
and introduced by Senator MM. MI. 
Logan of Kentucky and Representa- 
lives Wright Patman of Texas and 
H. J. Voorhis of California. This 
Logan-Patman-Voorhis bill would es- 
tablish twelve Federal investment 
banks under the supervision of a 
Federal investment bank board. Each 
bank would charter local ‘Federal 
investment associations.” on the gen- 
eral pattern of Federal savings and 


Bi Y 2 Value 


Few things give you so much 
convenience, happiness and se- 
curity—all rolled into one—as 
your telephone. 

Telephone service is not only 
exceptionally good—it’s cheap. 


Nowhere in the world do peo- 
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loan associations, which would not 
be authorized to accept deposits and 
would raise their capital only in the 
form of payment on shares. A _ pri- 
mary function of the regional banks 
would be to discount paper emanating 
from the associations. <A Federal 
investment insurance corporation fi- 
nanced by the Reconstruction Finance 
Corporation would be created to 
insure the accounts of the local associ- 
ations. 

The plan for RFC Insurance of 
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commercial loans to business is em- 
bodied in a number of pending bills. 
These bills would simply authorize 
the RFC to insure national and state 
banks and trust companies “against 
losses which they sustain as a result 
of loans and advances of credit made 
by them on and after July 1, 1939, 
and prior to July 1, 1941, to any 
industrial or commercial business, 
now or hereafter established, for the 
purpose of enabling such business to 
increase its production, extend its 


operation or modernize its plant and 
equipment.” 
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The proposal to permit banks to 
set up affiliated corporations for the 
purpose of making loans to business 
enterprises on longer terms than it is 
possible or desirable for commercial 
banks themselves to make, though 
not yet presented in Congress is in 
process of being drafted. 

Congressional consideration of these 
proposals is likely because of the com- 
plaints of smaller businesses that they 
are unable to obtain sufficient capital 
for expansion. As yet there is no 
agreement among Federal agencies 
concerned with banking, credit, and 









= WH A 
COLLECTIONS oe morn 


1! a MILE-A-MINUTE 


P yext 
r clearing | nd i ; 
oO = . 
et ou ast ait 
yelive® en J ath fas 
" .2@ nd c E s Ww é il ~ 
xP ESS ° takes ™ md A Canada> a the Fat 
AIR » 1 apeed = Ss, ane i: van at 
\ vernig! \ revert t 9 cities w * Aw aici ben pivisio"™ 
is ie .— e 1 all : 
. 19 5,00 mt ect a serv! iw 1o k 2 
Right jrafts. P A, super Ww pirect ‘ RESS— Al Dp eparemen ‘ 
* ack Ps L ee r 4Le 7 
Chee » protest «ine PO ri N 
: ail! ov tock, 
pXPR! cons 1o off - phon It yells vou as : Yo 
ail conne “ervice ere prof — park yen 
a. s Pigs ps 
Fast 7. > r Agent y 
Air f — y Rxpress T° 
\e\, R: iwa 
pookle™ stom, se 
FREE 38 piv" 
° ixpre . 
Aw \ 











DESIGNED, PATENTED AND MANUFACTURED 


by a Banker - 


aepeunwpepeepupeuenee 


WE ARE THE ORIGINATORS OF 
STEEL STORAGE FILES. 
PATENTED 
AND PATENTS PENDING. 








- for Ranhers 


The Steel Storage File Company 
was organized by a banker to fill the 
bankers’ need for a new, efficient and 
economical way to store inactive and 
semi-active records. SAFE-T-STACK 
Steel Storage Files were invented by 
a banker who made an exhaustive, 
first-hand study of bank needs. 

When you buy SAFE-T-STACK 
Steel Storage Files you get a file 
exactly suited to your needs - - and 
one that costs less than cardboard 
boxes and wooden shelving. Made 
in sizes to fit ANY form. 


THE STEEL STORAGE FILE CO. 


MAIN OFFICE AND FACTORY 


2216-18 WEST 63RD STREET 
See VEC AN OO =O HR tS 


In writing to advertisers please mention The Burroughs Clearing House 





finance as to which of the plans, if any, 
is desirable. 


Premiums on 
Treasury Offerings 





Something of an innovation was 
used by the Treasury in its March 
refunding operations in that it offered 
three different issues of securities at 
substantial premiums above par. 

The Treasury offered no securities 
for cash and its March 15 operation 
was confined entirely to the refunding 
of close to $1,300,000,000 in Treasury 
notes bearing 2% per cent interest 
and maturing on June 15, 1939. 
Holders of these notes were permitted 
to exchange them at their option for 
one of three existing Treasury issues as 
follows: 11 per cent Treasury notes 
of 1943 at 101; 2% per cent Treasury 
bonds of 1950-52 at 102.5; or 234 per 
cent Treasury bonds of 1960-65 al 
1023¢. All these issues are additions 
to Treasury series already outstanding. 

The fact that no new cash was 
sought at the March quarterly financ- 
ing indicates that a substantial amount 
of new money will be sought in June 


| in addition to the expected refinancing 








on west side. 


of approximately $427,000,000 of 13, 
per cent Treasury notes maturing on 
September 15. In the meantime the 
Treasury will probably maintain its 
cash working balance through the sale 
of discount bills and United States 
savings bonds, and probably also 
through additional sales of RFC 
obligations to reimburse the Treasury 
for borrowings of this agency. 

While premiums have been asked 
on government issues of the past, the 
practice has not been followed for 
several years, but was so successful 
that it quite likely will be continued. 


Director Clutchbill 
Bags a Bank Bandit 


(From page 22) over the bridge. I’m 
here at the toll house. Get your 
fellows to close in on this section.” 

As Mr. Clutchbill climbed back up 
beside Cal the toll house radio began 
booming: 

“Calling all cars .. . calling all cars 
Close in on roads along 
lake from Eel Narrows to Sharpshin 
Point. Hail any craft on lake.” 

“Cal,” jerked out Mr. Clutchbill. 
“shoot me over the bridge and down 
to the old fort on Montcalm Point. 
You can see the lake for miles from 


there. Someone’s got to head the 
cuss off.” 


“Never mind the toll,” yelled the 
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AKE ten minutes to examine your account- 


ing forms and books, office forms, control 


records and 
your business. 


Look for torn or dog-eared corners and edges, 
faint or blurred typing, scratchy writing, crude 
erasures, poor printing or ruling. These are the 
signs that betray poor paper. They are the stop 
signals that warn of waste, errors and delays. 
They mean that for a slight economy in paper. 


the least expensive item, the total investment in 


all the other vital records of 


your record keeping and accounting system is 
being endangered. 

Do something about it! 

Ask your supplier to put the next batch of 
forms on 85% Rag Content Waverly Ledger. Note 
how much better they look, how they stand up, 
how well they take typing, writing and erasing. 
See how much quicker they file or bind, how 
much faster the work is done. Then settle the 
matter of paper. Make Weston’s WAVERLY 
LEDGER your standard. 
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toll keeper hastily grinding up the 
gate bar. 

Cal went over like a jack rabbit. 
They hummed down the New York 
shore fifteen miles and ran out on a 
long, high peninsula. At its outer 
point sitting like a crown on its head 
an ancient fort guarded the far reaches 
of the lake on either hand. 


AL stopped at the entrance to the 

sally port. Mr. Clutchbill got out 
and tried the door to the long restau- 
rant. To his surprise it opened. He 
staggered in. A man was staring 
queerly from behind a counter. 

“Reckoned you wouldn’t be open 
so early in the year,” mused Mr. 
Clutchbill. ‘The Ferndale bank has 
been robbed of $10,000 over in the 
mountains. Bandit’s on the lake shore. 
We’re closing in on him. Get me some 
place on the fortwalls where I can 
watch, will you?” 

The man behind the counter con- 
\inued to stare. 

““Get me to a high spot in a hurry, 
will you, feller?” 

“Come with me.” The man opened 
a door leading to the sally port. 

“Come on, Cal,” yelled Mr. Clutch- 
bill. 

Shortly the three men were hurrying 
down a long curve under the fort 


walls. They went through a cavern 
and came out on the place d’armes, 
climbed to a bastion and gazed over 
the parapet. 

Here the great inland sea narrowed 
so sharply one could distinguish objects 
on the other side. To the west around 
the curve of the peninsula a tremen- 
dous marsh set back with endless 
hidden channels and clumps of alders. 

Mr. Clutchbill leaned out beside the 
black flank of a ponderous cannon and 
studied the far shore. The land there 
came down gracefully in meadows. 
It was an ideal place to cross in a 
small boat. 

“Lots of cars moving over there,”’ 
commented Mr. Clutchbill. ‘Noticed 
any small boats out there today?” 

*‘No, there ain’t any boats in this 
early,”’ answered the guide. 

‘Always a few wintered right on the 
shore where they pull ’em out. . . eh, 
look at that! Look at that! One’s 
put out... a rowboat!” 

The three men strained their eyes. 
The boat was headed out and coming 
under the sweep of powerful oars. 

“Look here, that bird is aiming to 
cross,” said Mr. Clutchbill excitedly. 
‘“‘Something’s got to be done. . . no 
one knows where he’ll land. No one’s 
chasing him.” 

*‘He’s headin’ for the marsh,” pro- 


nounced Cal with a grim nod of his 
head. 

“If he gets in there no one will ever 
see him again. And we’ve got only 
a shotgun.” Mr. Clutchbill looked 
wildly around. “‘Isn’t there a rifle 
around here?” 

Mr. Clutchbill’s new-found fort 
guide shook his head. “Plenty of 
rifles in the museum but no ammuni- 
tion .. . all old relics.” 


ai ELL, we’ve got to do some- 
thing and do it now,” hollered 
Mr. Clutchbill. 

Suddenly he glanced at the great 
cannon beside him. ‘‘What about this 
old girl?’ he jerked out. “I’ve often 
known you to fire a salute from the 
old fort in summer time at a celebra- 
tion. Must be powder somewhere, 
and here’s a pile of cannon balls right 
beside the gun. Come on, now!” he 
ordered the guide, “I want some 
powder.” 

“TI don’t know what the fort owners 
will say,” hesitated the guide. ‘And 
I don’t aim to be responsible for 
any...” 

“*T’lltake the responsibility,” snapped 
Mr. Clutchbill reaching over and 
taking Cal’s shotgun from his hands. 
“This is an emergency. We’ve got 
to turn that bird back before he gets 
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to the marsh. Lead me to that 
powder.” 

The men scrambled down to the 
place d’armes and found the old 
magazine. Ina dark corner they came 
upon a supply of black powder put 
up in bags and marked, “Salute 
charge for 24-pounder.” 

“Each man take one,” commanded 
Mr. Clutehbill. 

Upon gaining the parapet again each 
man instantly scanned the lake. The 
boat was half way across. 

“Jerk out that ramrod from the 
carriage and load her, Cal,” ordered 
Mr. Clutehbill grimly. 

Cal dragged out the giant ramrod 
like a pike pole, got astride the 
mammoth black barrel of the cannon 
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and worked out to the muzzle with a 
sack of powder. When the bag was 
slit and the contents rammed home 
Mr. Clutehbill handed Cal a second 
bag. 

“Put it in, too... long ways out 
there and a 24-pounder carries a 
heavy ball.” 

Cal rammed in a second charge. 

**Now the ball,”’ nodded Mr. Clutch- 
bill eagerly. “Boost it out to him, 
brother.” 

The fort guide strained al a pyramid 
of cannon balls, got one loose and 
transferred it to Cal’s arms. After a 
tussle the latter got the ball in and 
rolled it home. 

**Now prime her, Cal.” 

Mr. Bannister slit the third bag, 
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grabbed a handful of coarse black 
powder, pulverized it and rattled it 
down the priming hole at the breech. 

“What we goin’ to do for a fuse?” 
inquired Cal looking helplessly around. 

“Ought to have a newspaper to 
twist up.” 

“T can get a newspaper,” offered the 
guide eagerly. 

“No, you stay around here, feller,” 
Mr. Clutchbill felt through his pockets 
and came out with an old auction 
handbill. 

“This’ll do. You sight here, Cal. 
She won’t shoot flat. You'll have to 
elevate way above to land a shot near 
him.” 

“Supposing we sling this cannon 
ball right into his lap,” hesitated Cal. 
“Won't I be tried for murder?” 

“Not likely. We got to protect the 
public’s money, gorl darn it!’ 


AL screwed the elevation wheel till 

the snout of the old cannon rose 
grimly to a deadly elevation. Mr. 
Bannister then squatted and squinted. 

“By gosh! She ain’t got to be 
moved right or left a mite.”’ 

“I ain’t goin’ to mix up in this.” 
suddenly piped up the fort guide. 
“T’m goin’ —” 

“No, you ain’t ... you’re goin’ to 
stay right here for a witness.” Mr. 
Clutchbill patted Cal’s shotgun snug- 
gled in his arm and looked steadily 
at the man. 

“Tf she’s set, give her the works. 
Cal.” 

Mr. Bannister lil a match and got 
the rolled handbill aflame. He reached 
his arm slowly at full length and 
clapped the flame on the pile of loose 
powder over the priming hole. 

“Splishoo! z-z-z-z...Wham-m- 
m! ! 

An entire thundercloud burst out 
of the old cannon muzzle. A squirt ol 
fire hopped from the priming hole. 

*“Whe-e-e-e!”” whined fainter and 
fainter from the cannon ball as it 
sailed out over the lake. 

Mr. Clutchbill sidled rapidly along 
the parapet. 

Suddenly far out on the lake a geyser 
leaped into the sky. 

“Almost a direct hit,” hollered 
Mr. Clutchbill, looking around. “‘Here! 
Where you going? You stay right 
here.” 

The fort guide was setting himsell 
for a sudden break. 

“You go right over where Cal is.” 
ordered Mr. Clutchbill taking the 
shotgun off his arm. 

“Looked like it dumped him.” 
announced Cal watching the lake. 
“but he’s turned and goin’ back. . . 
and goin’ fast.” 

“Yeah,” nodded Mr. Clutchbill 
giving the fort guide a suspicious look 
before turning to admire the success 0! 
the cannon ball. “Yeah, he’s goin’ 
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back .. . goin’ to try the other shore. 
Come on!” 

The three men hastened off the 
bastion, the fort guide eagerly leading 
the way. As the latter gentleman was 
leaning forward in the act of negotia- 
ting an abrupt descent Mr. Clutchbill 
poked the muzzle of his shotgun under 
the man’s coat tail and lifted it up. 

‘“‘Hey! wait a minute, fellow! Aren’t 
you carrying considerable currency 
around on you?” 

From the two hip pockets of the 
man’s breeches there protruded like 
rabbit’s ears two packets of new ten- 
dollar bank notes. 

The man froze in his tracks. 

“Yeah, I’ll take ’em.”” Mr. Clutch- 
bill snatched them out while, Cal 
leaned over his shoulder, his mouth 
half open in sudden wonder. 

*‘Heh, ten packs of $1,000 each. 
Now we'll proceed to the car and then 
to the nearest cooler.” 

An hour later Mr. Bannister’s car 
was leading a cortege of police cars 
and admiring friends back over the 
bridge to the home side of the lake. 

“What I can’t see,” said Cal past 
his sagging corncob pipe, “is how you 
got the idea of liftin’ his coat tail.” 

“T slightly suspected the cuss the 
minute I found him alone there in the 
long restaurant. No tourists yet. . 
it’s too early for any one to be working 
in there. But I wasn’t sure... I had 
to play along. I even had to chance 
that rowboat was our bird.” 

“Yeah, but what made him stay 
with us?” 

“He was just dying to run all the 
time, but I kept the old shotgun too 
handy.” 

“T wonder who that cuss was in the 
rowboat,”” mused Cal as he slowed to 
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a stop at the toll house on the bridge. 

“I’m going to find out right now,” 
stated Mr. Clutchbill as several con- 
gratulating hands from the crowd 
reached into the car to shake on the 
success of the capture. 

“Say,” inquired Mr. Clutchbill lift- 
ing his voice over the bedlam of honk- 
ing horns, “‘who was that fellow in the 
rowboat we fired on?” 

““Me!”’ hollered out a state cop 
pushing forward with a broad grin. 
“TI was coming over to hunt the fort 
shore.” 

‘“Hm-m, Cal,” said Mr. Clutchbill, 


| 





“‘we better be gettin’ home before we | 


get pinched ourselves.” 


Court Decisions 


(From page 19) Signature with the forged 
signatures at any time, the bank 
would have rejected the forged checks. 
For example, in making the final 
“s” on his given name, the deposi- 
tor used the conventional method of 
completing that letter with a short 
line from the right leading from the 
bottom of the letter. In none of the 
49 forged checks do we find that line. 
[t is entirely omitted. We do not 
purport to detail all the facts which 
would support a finding of negligence 
on the part of the bank, but refer to 
this one which was so apparent and 
obvious. 

“As between a bank and its deposi- 
tor the bank is only warranted in 
paying out the money of the depositor 
on a genuine order and in accordance 
therewith. If payments be made on a 
forged check, with no attendant cir- 
cumstances sufficient to create an 


estoppel as against the depositor, or 
there has been no prior negligence by 
the depositor contributory to the pay- 
ment of the check, no degree of care 
on the part of the bank will excuse it 
from liability.” 

One of the elements in the case was 
the bank’s contention that the deposi- 
tor had not brought the forged checks 
to the bank’s attention within a rea- 
sonable time. On this question the 
court continued: 

“If a bank’s officers are found to 
have failed to exercise due and reason- 
able care in detecting the forgery or 
fraud, then the subsequent negligence 
of the depositor, his failure to perform 
his duty in examining his pass book 
and vouchers with reasonable care and 
to report to the bank in a reasonable 
time any errors or mistakes, would 
constitute no defense for the bank.” 

The bank produced an agreement 
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signed by the depositor to the effect 
that he was obligated to notify the 
bank of errors or claims in any state- 
ment of his account and cancelled 
checks within ten days after the 
expiration of the time covered by the 


In writing to advertisers please mention The Burroughs Clearing House 














“THE WORLD'S 
GREATEST 
HOTEL” 


fronts the waters of Lake Michi- 
gan, on beautiful Michigan Boule- 
vard. It is ideally accessible to 
Chicago's business district: and to 





that profusion of wonders—indus- 
trial, cultural, educational, and en- 
tertainment — for which Chicago is 
justly famous. Service is planned 
with care and discrimination. 
OTTO K. EITEL 
Managing Director 


THE 














to ST. LOUIS 


Welcome to friendly service... 
fine food and drink, served in 
the hospitable atmosphere of 














| 


THE BURROUGHS CLEARING HOUSE—April, 1939 


statement. Commenting upon this 
agreement, the court said: 

“The ten days limitation is fixed 
at the expiration of the time covered 
by the statement and not from the 
date of mailing or the receipt of such 
statement. If the bank mailed the 
statement several days after the expi- 
ration of the time covered by it, the 
ten days would be cut down accord- 
ingly. The depositor testified that, 
prior to signing this agreement, his 
attention was not called to the ten 
days limitation language and that he 
thought the card was only a request 
to mail statements and was never 
furnished a copy of it. For the reasons 
given, the contract was so unreason- 
able as to render it void and ineffective 
for any purpose.” (Frankini vs. Bank 
of America, 86 Pacific Reporter, Second 
Series, 686.) 


Presenting Demand Note 


Ordinarily a negotiable instrument 
payable on demand must be presented 
within a reasonable time after its issue 
except that, in the case of a bill of 
exchange, presentment for payment 
will be sufficient if made within a 
reasonable time after the last negoti- 
ation thereof. 

In a recent Kansas case the holder 
of certain demand notes did not present 
them until more than a year after 
their issue date. As they were not 
paid when presented, he brought suit. 
One of the defenses made was that a 
year was an unreasonable time for the 
holder of the notes to wait before he 
presented them for payment. Point- 
ing out that in determining what is a 
reasonable or unreasonable time, re- 
gard is to be had to the nature of the 
instrument, the usage of trade or 
business with respect to such instru- 
ments and the facts of the particular 
case, the Kansas court said: 

“The financial situation of the 
makers and of the endorser of these 
notes, at all times involved, was well 
known to the holder of the notes. He 
was told by the endorser during the 
year before the notes were presented 
that neither the makers of the notes 
nor the endorser would be able to 
pay them for some time. It would 
hardly be reasonable to say that under 
such circumstances the holder of the 
notes should go through the formality 
of presenting the notes for payment 
when he knew beforehand that pay- 
ment would be refused. In the cir- 
cumstances we conclude that the notes 
were presented within a reasonable 
time.” (Daniel vs. Baker, 86 Pacific 
Reporter, Second Series, 499.) 


Erasure in Check 


Banks very properly decline to 
honor checks and other negotiable 
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instruments which show that erasures 
have been made. Where there has 
been an erasure in a check and words 
or figures written in the erased area, 
there is always, of course, danger of a 
material alteration of the instrument. 

An interesting Louisiana case, how- 
ever, points out that a check contain- 
ing erasures over which new matter 
has been written, may be entirely 
valid. There the drawer of a check 
signed it after inserting the amount 
and the name of the payee in the 
Greek language. The payee, after 
informing the drawer that the check 
would not clear in that form, erased 
the portion of the check written in 
Greek and in lieu thereof wrote the 
equiyalent in English. This was done 
in the presence of the drawer and with 
his consent. 

Thereafter the payee of the check 
repeatedly presented it to the drawee 
bank and on each occasion it was dis- 
honored for insufficient funds. He 
then sued the drawer on the check. 

At the trial the drawer contended 
that the check was not enforceable 
against him because the payee had 
made material alterations in it after 
it was delivered to him. 

“The erasures on the check have 
been satisfactorily explained by testi- 
mony on behalf of the payee,” said 
the court. ‘He is a holder in good 
faith and for value. 

“The drawer legally acquired the 
check in question. The changes in its 
structure were simply from one lan- 
guage to another and did not amount to 
material alterations in the sense defined 
in the Negotiable Instruments Law, 
which reads as follows: ‘‘Where a 
negotiable instrument is materially 
altered without the assent of all parties 
liable thereon, it is voided except as 
against a party who has himself made, 
authorized or assented to the altera- 
tion and subsequent alterations. 

“If it be conceded that the altera- 
tions on this check were material, the 
drawer consented to them.” (Davis 
vs. Jordan, 185 Southern Reporter, 
545.) 


Crimes Against Insured 
Bank 


A person who embezzles the funds 
of a state bank is of course amenable 
to the criminal laws of the state. Ifthe 
state bank happens to be insured with 
the Federal Deposit Insurance Cor- 
poration, a person who commits a 
crime against the bank may also be 
subject to prosecution by the Federal 
Government. 

In Texas recently, the cashier of 
an insured bank was prosecuted and 
convicted in the Federal Court ol 
making false entries on the books and 
embezzling the funds of an insured 
bank. 

It’s true the Constitution provides 
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that a citizen shall not be put twice in 
jeopardy for the same crime, but that 
does not prevent a person from being 
twice convicted for a crime involving 
an insured bank. 

Thus a person who embezzles the 
funds of an insured bank commits a 
crime under the state law and a 
separate crime under the Federal law. 
Technically, by one act he commits an 
offense against two sovereignties: the 
State and the Federal Government. 
Thus each sovereign can prosecute and 
punish him separately. He may be 
convicted and sentenced in the Federal 
Court and again convicted and sen- 
tenced in the State court for the same 
criminal act. 

Believe it or not, that is not double 
jeopardy! (Whitley vs. U. S., 100 
Federal Reporter, Second Series, 504.) 


Unenforceable Mortgage 


A mortgage, usually regarded as a 
sound form of collateral, may under 
some circumstances be unenforceable 
by the bank, as a recent Alabama case 
points out. 

There the cashier of the bank took 
on behalf of the bank a mortgage on a 


Canadian Banki 


(From page 24) found it convenient to 
operate its own printing establish- 
ment at Toronto. Occupying an entire 
floor of the stationery and archives 
building of The Bank of Nova Scotia, 
a staff of seven turns out practi- 
cally all the printed matter used 
each year by the bank, with the chief 
exceptions of check forms and en- 
velopes. The annual turn-out of the 
printing plant is calculated at approxi- 
mately $50,000. 

The print shop turns out a varied 
assortment of material such as letter- 
heads, deposit slips, legal forms, note 
forms, a monthly four-page business 
survey, the bank’s annual statement 
and report of the annual meeting. It 
prints general forms which apply to 
most branches, and special forms to 
suit the needs of individual branches, 
such as those in foreign countries. 
There is enough printing for the bank’s 
own needs to keep the staff occupied 
the year round. 

Branches send in their printing 
requirements annually, according to a 
schedule arranged by the stationery 
department, anticipating their needs 
several months in advance. The 
stationery department checks the orders 
with the supply of printed material on 
hand, and then has its print shop make 
the necessary replenishments. To 
give all branches adequate service the 
shipping of the printed forms is done 





property whose record title was in the 
name of husband and wife. The mort- 
gage was to secure the husband’s debt 
to the bank and was signed by both 
the husband and wife. The cashier 
knew that, by a deed not yet recorded, 
the property actually belonged to the 
wife alone. The wife subsequently 
brought an action against the bank to 
cancel the mortgage on the ground 
that the indebtedness was solely that 
of the husband and that the mortgage, 
so far as she and her property were 
concerned, was void as an attempt to 
secure his debt. The husband’s debt 
to the bank antedated the mortgage 
so that there was no consideration for 
the mortgage so far as the wife was 
concerned. 

To the argument that the bank had 
the right to rely upon the record title 
showing that the property was owned 
jointly by the husband and wife, the 
court pointed out that the recording 
statute does not make an unrecorded 
deed void and that, to get the benefit 
of the recorded title in the joint names 
of husband and wife, the bank woulg 
be obliged to show that it had no 
knowledge of the unrecorded deed in 
favor of the wife alone. 


on a geographical basis. Thus in 
January and February the shipping 
will be mainly for the Ontario branches, 
in March and April for the Western 
and foreign branches, in May and 
June for Ontario and Quebec branches. 
In July there is a stock-taking and 
cleaning up of orders. In August the 
printing for the Atlantic and the 
Pacific coast region is sent out, to 
continue through to November. De- 
cember is again used for stock-taking 
and cleaning up of orders. 

The print shop is equipped with 
three presses, one a job press for small 
work, and the two others for large 
size operations. It also has cutting, 
stitching, numbering, folding, perfo- 
rating and punching machines. Most 
of the type, which has to be set by 
hand, is set in the composing room 
section of the shop, while jobs which 
require continuous type as the 
““Monthly Review,” are set up in type 
outside by automatic typesetting ma- 
chines, with the printing done in the 
bank’s print shop. It has been found 
that it is more economical to have 
envelopes printed and check forms 
lithographed by commercial houses. 

The staff is paid on a time basis as 
in any other print shop, this having 
been found more advantageous than 
straight salary. Each operator fills out 
a form showing the time spent each 
day on each of various operations. 
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Discussing the legal effect of the 
cashier’s knowledge of the unrecorded 
deed, the court said: 

“The evidence of the cashier shows 
that he took the mortgage and he then 
had the impression that the wife 
owned this property and he took it so 
that the debt would look better 
secured. 

“The knowledge of an agent may 
be imputed to the principal as a matter 
of law when the agent acquires the 
knowledge as an incident to the trans- 
action of the business of the principal. 
When the knowledge is not so acquired, 
it may still support a finding that the 
principal had notice, due to a pre- 
sumption, when not disproved, that 
the agent did his duty and reported 
the matter to his principal, or when 
the agent transacted the business in 
question and had the matter in 
mind then and there in that con- 
nection.” 

Consequently, since the cashier knew 
that the mortgaged property belonged 
to the wife alone, his knowledge was 
“imputed” to the bank. The mort- 
gage was accordingly cancelled by the 
court. (Williams vs. Fundaburk, 185 
Southern Reporter, 383.) 


ng 


Two weeks’ holidays are given the 
staff each year. Labor turnover is 
negligible, the entire staff having been 
with the print shop upwards of ten 
years. 
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Annual Report of Bank 
of Canada 


An increase in the gold reserves and 
the sale of all silver bullion are reported 
in the annual report of the government- 
owned Bank of Canada for 1938. The 
profits of the bank were $1,665,300 as 
compared with $1,814,096 in 1937. 
The decrease was due to lower earnings 
on investments and losses on silver. 

Major items in the balance sheet, 
with the 1937 figures bracketed, fol- 
low: reserve (at market value) and 
foreign exchange, $214,268,442 ($197,- 
641,578); investments, $185,515,841 
($186,120,876); capital stock, $5,000,- 
000 ($10,100,000); note circulation, 
$175,259,572 ($165,330,405); deposits 
by Dominion Government and banks 
$221,515,498 ($211,789,054); total as- 
sets $404,935,602 ($390,430,216). 

“Our holdings of gold coin and 
bullion were valued at $185,912,000, 
an increase of $6,148,000,” Graham 
F. Towers, governor of the Bank ol 
Canada, reported. 

Silver bullion valued at $2,993,000 
was sold during the year. 
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